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Since the publication of the third edition of this 
worli in 1891, a large number of cases relating to 
Stock Exchange transactions, many of which have 
been carried to the House of Lords, have been 
decided ; and there have been also many important 
alterations made in the Eules and Eegulations of 
the Stock Exchange, especially with regard to the 
admission of new members. 

All the recent cases bearing on the subject are, 
it is believed, duly noticed in this edition, and the 
number of older authorities has been considerably 
increased, with a view to make the work of greater 
value to the legal practitioner. 

The date, which is often an important indication 
of the value of a decision, is inserted in the citation 
of each case ; and a full Table of Oases, giving refer- 
ences to the various contemporary reports, has been 
added to the work. 

W. B. 

Temple, 

October, 1905. 
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THE 

LAW AND CUSTOMS 

OF THE 

STOCK EXCHANGE 



CHAPTEE I. 

THE STOCK EXCHANGE. 



The origin of the Stock Exchange, and the objects origin and 
of that institution, are described by Mr. Francis °^^^^^- 
Levien, the Secretary to the Committee for General 
Purposes, in a Memorandum submitted by him to 
the Eoyal Commission of 1877, in the following 
words, which we have his permission to quote. He 
there states that the earliest minutes bearing on the 
subject are those of December, 1798, and that it 
appears from these records (in which reference is 
made to the existence of a Stock Exchange in 1773), 
and from tradition, that the business of stockbrokers 
and of jobbers in the public funds was conducted 
at the end of last century, not only in the Eotunda 
of the Bank of England, which was specially appro- 
priated by the Governor and directors for that pur- 
pose, but at rooms in the Stock Exchange Coffee 
House, in Threadneedle Street, to which any person 
was admitted upon payment of 6d. 

S.E. 1 
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Even at this early date these rooms were known 
as "The Stock Exchange," or "The House," and 
there is Httle doubt that while the greater part of 
the business carried on at the Eotunda related to 
small transactions by the public, and to the imme- 
diate transfer of stocks in the books of the Bank, 
the Stock Exchange rooms afforded a ready market 
for the operation of the bankers, merchants and 
capitalists connected with the floating of the nume- 
rous loans raised at that period for the service of 
the State. 

It is on record that the rooms were under the 
control of a "Committee for General Purposes," 
the expenses of the management being defrayed by 
the voluntary subscriptions of the frequenters, and 
that the functions of this Committee were then, as 
now, judicial as regards the settlement of disputed 
bargains, and administrative as regards rules for the 
general conduct of business, and for the liquidation 
of defaulters' accounts. 

Early in 1801 it became apparent that the rooms 
did not afford sufficient accommodation for the trans- 
action of the greatly increased business arising out 
of the creation of loans, hitherto unprecedented in 
amount, and, moreover, that the indiscriminate 
admission of the public was calculated to expose 
the dealers to the loss of valuable property. Under 
these circumstances, Mr. William Hammond and 
other gentlemen, who had acquired a site in Capel 
Court and its immediate neighbourhood (described 
as " a centrical situation"), succeeded in raising a 
capital of 20,000Z. in 400 shares of 50Z. each, and in 
founding a new undertaking, to which the affairs of 
the old room were ultimately transferred. The first 
stone of the new building was laid in May, 1801. 
A Committee for General Purposes, consisting of 
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the nine promoters of the scheme and twenty-one 
other proprietors, was formed, and this body, whose 
pro tern, meetings were held at " The Antwerp" and 
other taverns in the neighbourhood of the Eoyal 
Exchange, proceeded to elect members by ballot at 
a subscription of ten guineas each. A deed of 
settlement, which, however, was not executed until 
the 27th March, 1802, was drawn up, and in this 
document it is formally recited that " whereas the 
Stock Exchange in Threadneedle Street, where the 
stock-brokers and stock-jobbers lately met for the 
transaction of their business, having been found to 
be inconvenient," WUliam Hammond and others, 
who were appointed trustees and managers of the 
imdertaking, " came to a resolution to erect a more 
commodious building for the purpose." 

In another part of the deed it is further recited, 
that the above-named W. Hammond and others had 
upon the site referred to " caused to be erected a 
spacious building for the transacting of buying and 
selling the public stocks or funds of this kingdom, 
and the same is now nearly finished and is called 
the Stock Exchange, and is intended to go under 
that appellation." 

It wUl further be found in this deed that the 
management, regulations, and direction of all the 
concerns of the undertaking were vested in a com- 
mittee, consisting of thirty members or subscribers, 
to be chosen annually by ballot upon the 25th 
March ; while the treasuryship and management of 
the building were placed under the sole direction 
of nine trustees and managers (separate from the 
committee) as representatives of the proprietors. 

Under these conditions the new Stock Exchange 
was opened in March, 1802, with a list of^about 500 
subscribers. 

1—2 
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The objects of the undertaking may be described 
as follows : — first, to provide a ready market ; and 
secondly, to make such regulations as would ensure 
the prompt and regular adjustment of all contracts. 

These regulations were first codified and printed 
in 1812, and have been from time to time altered 
according to the requirements of business. 

A new deed of settlement was executed in 1876, 
in which the principles of the origiaal deed have 
been substantially adhered to. 
Present con- Mr. Levien further furnished the Eoyal Commis- 
sion with a statement on the present constitution of 
the Stock Exchange, which we again give in his 
own words : — 

The administration of the Stock Exchange is 
vested in two bodies, whose functions are distinct : — 
the Managers, and the Committee for General Pur- 
poses. The former represent the proprietors or 
shareholders in the undertaking called " the Stock 
Exchange" under the provisions of the deeds of 
1802 and 1876 ; they are the executive of the land- 
lords of the House and premises ; have control of 
all moneys paid for admission ; fix annually the 
charge for admission of members for the year 
ensuing ; appoint all officials (except the secretary 
to the Committee for General Purposes and the 
Official Assignees), and superintend all matters 
connected with the building, supphes, &c. ; always 
upon the understanding that the House is to be 
used only as a Stock Exchange. They are nine in 
number ; three go out of office once in five years, 
and their election lies with holders of Stock 
Exchange shares, such shares being now 20,000 in 
number. The original number was 400 at 501. 
each ; they are now 20,000, upon which 12Z. per 
share has been called ; that is their nominal value ; 
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their real value is very much greater. The managers 
have no control over the business transacted in the 
Stock Exchange. The Committee for General 
Purposes, on the other hand, have no power to 
interfere in the matters recited above as under the 
administration of the managers, but are the executive 
of the subscribers, i.e., the members of the Stock 
Exchange. The Committee have control over the 
business of the House; make and administer the 
" Eules and Eegulations for the conduct of Business 
on the Stock Exchange ; " adjudicate all questions 
betv^een members, and complaints against members 
by non-members, if desired to do so by the latter ; 
investigate whether their published requirements 
have been complied with by governments and com- 
panies asking for settlements or official quotations 
of loans or shares ; and have vested in their hands 
the election by ballot of those who seek to become 
members of the Stock Exchange. They are thirty 
in number, including their chairman and deputy- 
chairman, whom they elect annually. In March of 
every year they proceed to elect or re-elect all mem- 
bers for the year ensuing (Stock Exchange member- 
ship being granted for one year only) ; they then go 
out of office, and the newly constituted members elect 
a fresh Committee ; outgoing Committeemen having 
the privilege of offering themselves for re-election. 

The members alone (and such of their clerks as 
are " admitted ") have a right of entry to the Stock 
Exchange for the transaction of business. The 
amount of the admission fee and subscription is fixed 
by the representatives of the shareholders. 

Every applicant for admission as a member must Admission, 
obtain the nomination of a member willing to retire 
in his favour, or of a former member or the legal 
personal representatives of a deceased member, 
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except in the case of clerks who have completed 
four years' service in the Stock Exchange or Settling 
Eooms (with a minimum service in the House of 
three years), and who have not, previously to their 
employment in the Stock Exchange, been engaged 
as principals in any business, a hmited number of 
whom may be admitted without nomination. The 
number to be so admitted is fixed by the Committee 
at a special meeting in December of the preceding 
year. The right of nomination is personal, and not 
transferable, and nominations by other than existing 
members must be made within twelve months of the 
death or resignation of the member. 

Candidates for membership must not be engaged 
in any other business than that of the Stock 
Exchange ; and foreigners are not admissible unless 
naturalised two years previously. Bach candidate 
must be recommended by three members of not less 
than four years' standing, who have fulfilled aU 
their engagements and are not indemnified, and 
each recommender must engage to pay 5001. to the 
creditors of the candidate in case the latter is declared 
a defaulter within four years from the date of his 
admission. But if the candidate is a clerk who has 
completed four years' service as above-mentioned, 
and has not previously been engaged as a principal 
in any business, only two reoommenders are required, 
each of whom must enter into a similar engagement 
for 300Z. No member may be surety for more than 
two new members at the same time unless he takes 
up an unexpired suretyship, in which case the limit 
is three. 

The Committee elect by ballot, and the members 
are subject to re-election each year. No candidate 
who has been a bankrupt, or against whom a receiving 
order has been made, or who has been prof ed to be 
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insolvent or has compounded with his creditors, is 
eligible unless he has paid 20s. in the pound and 
obtained a full discharge ; and no candidate who has 
been more than once a bankrupt or insolvent, or com- 
pounded with his creditors, is eligible under any 
circumstances. This rule does not, however, apply 
to the re-admission of members of the Stock Ex- 
change. The election of new members must be 
carried by a majority of three-fourths in a Committee 
consisting of not less than twelve members. 

Every member elected after 1904 is required, 
before exercising any of the privileges of member- 
ship, to become a proprietor in the Stock Exchange, 
by acquiring one share in the case of members 
admitted with two recommenders, and three shares 
in the case of three recommenders. A member who 
fails to obtain the necessary share qualification 
within six months, or who at any time ceases to 
hold it, ceases to be a member. 

The members are divided into two classes : dealers Jobbers and 
or jobbers, and brokers. There is no formal dis- 
tinction between them, and there is no rule to prevent 
a member acting as a dealer one month and as a 
broker the next ; but the Committee do not allow 
members or their authorised clerks to act in the 
double capacity, nor do they permit partnerships 
between brokers and dealers. 

The dealers or jobbers generally take up a defi- 
nite position on the floor of the House, and remain 
there constantly, to be ready to deal with other 
members in the particular stocks to which they 
give their attention. As dealers confine their 
dealings to certain classes of securities, the floor 
space is practically divided, though there are no 
barriers, into a large number of separate markets, 
to one of which each jobber attaches himself. 



biokeie. 
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Brokers, on the other hand, make their of&ces their 
rendezvous, and act as the means of communication 
between the outside pubHc and the dealers. 
Clerks. The clerks, alluded to above, are also admitted 

by the Committee to the privilege of entering the 
House on the written application of their employers, 
subject to certain restrictions. Inside the Stock 
Exchange a list is posted containing the names of 
all clerks who are authorised by their employers to 
transact business, and distinguishing the clerks who 
are also members. The authority of such "authorised 
clerks " continues until revoked by a letter to the 
Committee, and gives them power to bind their em- 
ployers in all ordinary transactions, but does not allow 
them to borrow money without security, unless with 
the special authority of their employer. No clerk 
may be authorised to transact business until he is 
twenty-one years of age and has been admitted to 
the House or Settling Eooms for two years, with a 
minimum service in the House of one year ; and no 
authorised clerk may transact business as a dealer 
in any securities other than those in which his 
employer deals. All unauthorised and Settling Eoom 
clerks, not being members, are required while in the 
Stock Exchange to wear a distinctive badge, the 
member applying for their admission being respon- 
sible for the badge being worn. Clerks, whether 
authorised or not, and whether members of the Stock 
Exchange or not, are not allowed to make any bar- 
gain in their own names, and any member who makes 
such a bargain with a clerk is liable to expulsion, i 

Members of the Stock Exchange are not allowed 



1 As to the employment of Statute of Frauds, see Sutton 
clerks on " half commission " v. 6rey, [1894J 1 Q. B. 285, 
terms, with reference to the C. A. 
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to advertise for business purposes, or to issue cir- outsids 
culars to persons other than their own principals. 
Brokers or agents who advertise are not in any way 
connected with the Stock Exchange or under the 
control of the Committee. Lists of members of the 
Stock Exchange who act as stock and share brokers 
may be obtained on application to the Secretary of 
the Committee. 

A person desirous of buying or selling securities Business, 
may, of course, himself find some one willing to sell 
or to buy the same securities, and may deal with 
him without the intervention of the Stock Exchange ; 
but the Exchange, being the only recognised market 
for such securities, affords to the public the very 
great advantage of being enabled, by means of a 
stockbroker and a jobber, to buy or to sell at any 
moment any quantity of stock or any number of 
any description of shares at the market price of the 
day, and to conclude the transaction, in the large 
majority of cases, on the following settling day. 

If then the would-be buyer or seller wishes to 
avail himself of this advantage, he will enter upon a 
transaction of the kind which we propose in the 
following chapters to examine in detail. 

The transaction is briefly to this effect : — The 
person supposed, not being a member of the Stock 
Exchange, instructs a stockbroker to act for him. 
The broker enters the House, seeks a jobber who 
deals in the particular security in question, and asks 
him to " make a price in it,'' not mentioning whether MaMng a 
his instructions are to buy or to sell. The jobber ^"'"^' 
does so by naming two prices, one that at which he 
will buy, the other that at which he will sell. The 
difference between these two prices is called the 
"turn of the market," and is smallest in those Turn of the 
securities which are most frequently dealt in. This ""^"^ ^ ' 
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turn enables the jobber in the long run to secure 
the profit for -which he works, although fluctua- 
tions often deprive him of it on individual trans- 
actions. The jobber is of course not bound to make 
a price at all, but having done so, the broker is then 
entitled to announce himself as either a buyer or a 
seller at the price named, and the jobber is bound 
to accept a contract accordingly. He is not bound 
to deal to any amount that the broker may choose 
to name, certain Umits being fixed ^ by the rules of 
the Stock Exchange, beyond which the offer does 
not bind the jobber. If then the broker has been 
instructed to buy or sell an amount in excess of 
these limits, and larger than the jobber is likely to 
deal in at the price made, it is open to the broker, 
if he chooses, either to name the amount in which 
he wishes to deal, leaving it to the jobber to with- 
draw or abide by his price, or to conclude a bargain 
with him at that price to the extent of the limit, or 
as far as he will go. The broker is not bound to 
disclose to the jobber the full extent of his order, so 
long as there is no misrepresentation, but by dealing 
he, so to speak, shows his hand, i.e., shows himself 
to be a buyer or seller, and when he has thus dealt 
with a portion of his order, it may suit the jobber 
to make a proposal for~the balance. The broker, in 
such case, is free to negotiate the balance in any 
way he thinks best, either with the same or other 
jobbers. 
Nou-cuirent We have hitherto assumed the dealing to be in a 

securitie8. 



1 These limits are 1,OOOZ. over 11. each, or 50 if the 

stock, or scrip; 750 francs value is between 11. and 15/. 

French rentes ; ten shares to each ; and $5,000 United 

bearer ; ten registered shares States bonds, or 100 Ameri- 

if the value is above 151. can shares, 
each, 100 if the value is not 
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" current ' ' security. There are, however, a very large 
number of securities of the " non-current " class, in 
which the buying and selling are not sufSciently fre- 
quent to enable the dealer to " make a price " with 
any reasonable certainty of being able to balance his 
transactions. In these cases the broker would ask 
the " dealer " to make a price in the same manner as 
when dealing with a " jobber " in a current security ; 
but if, as is not improbable, he fails to find a dealer 
who will make a reasonable price, or any price at all, 
the frequent practice is for the broker to " open " to 
the dealer, that is to say, to tell him, so far as he 
thinks proper, having regard to the interests of his 
principal, and to what is fair towards the dealer, the 
nature and extent of his order, sometimes leaving it 
in his hands to be executed, with or without a stipu- 
lation as to the limit of the price, and the profit to 
be taken by the dealer. This method is technically 
called "negotiation," and dealing in non-current 
securities is commonly spoken of as a matter of 
negotiation. 

An opinion is expressed in the Eeport of the Stock 
Exchange Commission, that in such cases it is not 
easy to see the advantage of the interposition of the 
dealer, and a suggestion is made that in the interest 
of the public it might be dispensed with altogether, 
and instead, that a book or register might be kept in 
the Stock Exchange, in which brokers could enter 
from time to time the names and quantities of any 
securities of the non-current class which they may 
have instructions to buy or sell, so as to bring the 
buying and selling brokers into immediate contact, 
and, by the exclusion of the middleman, to save to 
the parties the profits, sometimes unreasonably large, 
which he secures for himself. But an unreasonably 
large profit can be guarded against, if necessary by 
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express stipulation, and business is certainly expe- 
dited by tbe intervention of the dealer, who, in his 
own interest, uses all his endeavours to conclude the 
transaction. A register of the kind suggested does 
exist in the House, but being restricted to securities 
in which no dealer can be found to make any price, 
it is very little used. In business of this class the 
jobber is not strictly a dealer. His intervention may 
be compared to that of an expert, who by confining 
his attention to certain stocks, is in a position to 
greatly facilitate the bringing together of buyer and 
seller. 
The con- Let us.suppose, then, that a "price" has been 

tract. made, and that the broker has declared himself a 

buyer ; a contract is thereby concluded at the higher 
of the two prices named by the jobber ; and usually 
each makes a memorandum in his note-book, but no 
VTritten contract passes between them. 
Marking. The bargain having thus been made, either party 

to it may " mark " the price at which he has dealt, 
and this step, though not in any way compulsory, is 
very desirable for the satisfaction of both the broker 
and his principal. The " marking " is effected by the 
member placing in a box in the House a slip con- 
taining a note of the security in which he has dealt, 
and the price of the bargain, and the official clerk 
then records the price on the board. This board is an 
official record of business done, and on it all dealings 
can be thus marked during the official hours from 
eleven to three. Bargains done in small bonds are 
marked with an asterisk (*), while bargains done for 
an exceptional amount and at a special price are 
denoted by a double dagger (J). 

This is a great safeguard against any collusion 
between broker and jobber ; for it is competent to the 
principal to insist, when the order is given, that his 
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broker shall mark the bargain ; and it is again com- 
petent to other members to object to the marking, and 
to have it struck out if the price should appear to be 
outside the current quotations, on obtaining the 
authority of the chairman, deputy-chairman, or two 
members of the Committee. Irregular marks are 
reported weekly to the Committee, who deal with 
each case as the circumstances require. 

It is of course desirable that bargains should be 
marked immediately upon their completion ; but the 
clerks of the House may, with the concurrence of a 
member of the Committee, quote omitted bargains 
if notified before one o'clock, in the order in which 
they occurred, upon a written application from the 
buyer and the seller, stating the amount, the time 
when, and the price at which, such bargains were 
made ; such appUcation must be filed, and laid before 
the Committee at their next meeting. This regula- 
tion applies likewise to aU bargains done between 
one and three o'clock, but is very rarely called into 
operation. 

The broker then makes an entry of the bargain in contract 
his own books, and sends a contract note to his prin- 
cipal, specifying the price, commission, stamps, and 
other charges, if any, and also the day for settlement, 
which is, in the large majority of cases, the following 
account day, and usually mentioning the name of the 
jobber dealt with. 

On the following day the clerks of the broker and Checking 
jobber meet in the checking room, and check the 
bargain so entered, which then rests until the 
account. 

The account days are fixed by the Committee, and Account 
notice is given by the secretary of the days appointed. ^^^' 
The account days for English and India stocks, &c., 
which happen once a month — usually in the first week 
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in the month — are always fixed at least five weeks 
beforehand; and those for foreign stocks, shares, &c., 
which happen twice a month, i.e., at the middle and 
end of each month, are fixed at the first Committee 
meeting in the month preceding. 

On these days the securities are, as a rule, 
delivered and paid for, unless some fresh contract 
has been entered into, rendering such delivery 
unnecessary. The completion of the contract is not 
necessarily carried out between the original parties 
to it ; for the seller may have bought similar stock 
from some other person, and he in like manner 
from another, and so on through several hands ; so 
that the whole series of bargains may be settled by 
the ultimate seller delivering to the ultimate buyer, 
the intermediate parties paying to one another only 
the differences between the prices of the different 
bargains. 

All bargains, when no time is specified, are 
considered as being made for the existing account, 
except bargains made after one o'clock on the first 
making-up day, which, unless otherwise specified, 
are for the ensuing account. It may, of course, be 
expressly arranged otherwise. In the case of 
investment business in the Funds, transactions are 
usually for cash. 
Bargains in Bargains in the scrip or bonds of a new loan or 
the shares or other securities of a new company are 
(unless otherwise specified) considered as made for 
the special settling day, which is only appointed by 
the Committee after application has been duly made 
and the requirements of Eules 134 and 136 have 
been fulfilled to their satisfaction. A special settle- 
ment is never refused, nor unnecessarily delayed 
unless some real impediment exists to the punctual 
carrying out of bargains, such as certificates not 



scrip. 
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being forthcoming, and the like. Claims arising 
from bargains for a date previous to that fixed for 
the special settlement are not admitted against a 
defaulter's estate until all other claims have been 
paid in full. Bargains in-new loans or undertakings 
are sometimes made for the " coming out."^ These 
bargains may be considered in every case as special 
bargains. It is customary for the day for passing 
names to be fixed in such cases by the dealers in 
the market without reference to the Committee. 
This is done for the general convenience of those 
who have dealt for the " coming out," but there can 
be no doubt that such deahngs may be required to 
be fulfilled so soon as the certificates are ready. 
Bargains in allotments of new shares in old under- 
takings are also, as a matter of practice, frequently 
settled previously to the fixing of a special settling 
day. 

Bargains in foreign loans which are officially quoted Foreign 
in the country to which they belong, although quoted 
having no quotation on the Stock Exchange in 
London, are considered to be made for the ordinary 
settlements. 

These fixed and recognised settling days have be- continua- 
come, by long usage, an integral part of the Stock 
Exchange system, and very much facilitate business 
on a large scale. By this arrangement all the 
sellers of stock agree to deliver it on the same day 
upon which the buyers are prepared to pay for it, 
and if during the period between one account day 
and the next there have been several transactions 
between members in similar stock, only the balance 
passes. All this saves an immense amount of 
trouble, and makes ready dealing at close prices in 

1 See Hwnt y. Chcmberluvn (1896), 12 T. L. R. 186, C. A. 
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large amounts practicable. If all dealings in regis- 
tered securities were for cash, the number of 
necessary transfers would be multiplied, each 
involving stamp duty, and the dealing prices would 
have to be made sufficiently wide to cover these 
expenses. It will be observed that by this system 
the interval, in most transactions, between bargain 
and payment, is limited to nineteen or twenty days 
at longest — a very short period as compared with 
the usage in most branches of business, but having 
the important effect of compelling every member to 
prove his solvency once a fortnight. The shortness 
of this period has led, as was inevitable, to the 
adoption of a mode of as it were postponing the 
final settlement of bargains by closing and simul- 
taneously reopening the account. This is known as 
" continuation " or " carrying over." 

Continuation is not confined to speculative transac- 
tions ; it may often suit bonS, fide buyers or sellers to 
continue stocks bought or sold. Stock sold may, for 
instance, for a variety of reasons not be punctually 
available. A death may have to be proved ; bonds 
may have to be sent from abroad, &c. — or again, a 
heavy rate of contango obtainable may tempt the 
seller to " take in," or a light rate may dispose a pur- 
chaser to " give on " the stock he has bought, with 
a view to lending his money elsewhere to greater 
advantage. The modus operandi of continuing is a^ 
follows — we will suppose the case of a purchaser who 
does not intend taking up : ^ — upon the first of the 

1 The Stock Exchange slang classed as "bulls," and all 

term for speculative buyers is who stand to deliver as 

"bulls," and for speculative " bears "; but vehen the terms 

sellers " bears. " These terms are applied to persons other 

are commonly somewhat than members, their significa- 

loosely applied, all dealers, tion is generally restricted to 

in fact all members, who speculators for the ripe or fall, 
stand to pay for stock being 
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three days over which the settlement extends {i.e., 
two days previous to the account day) the seller, in 
consideration of a payment made to him by the 
buyer, enters into two contracts with the buyer; 
one, a contract for the purchase of the same amount 
of the stock as he has contracted to sell (such con- 
tract to be completed on the settling day, so as to 
cancel the subsisting contract), and the other, a fresh 
contract for the sale of the same amount of stock, to 
be completed on the following settling day. The 
result is that after the account day, the buyer and 
seller stand in precisely the same position as if there 
had been no previous contract (except as regards the 
consideration for the continuation), because the 
difference between the original contract price and 
the price at which the carrying over is effected must 
be paid at once, that is to say, on the settling day. 
The nominal price of the security at which the 
carrying over is effected would obviously be quite 
immaterial to the parties, since the two contracts 
balance one another, were it not that this difference 
is payable immediately. Being payable immediately, 
more bargaining would become necessary to fix the 
price for the new contracts ; but this is obviated by 
the publication of a list of " making-up prices," Making-up 
which are, in round figures, the approximate values 
of all the recognised securities on that day, as 
settled by the clerks of the House in the various 
markets, and are usually based upon the actual 
market price at midday. In case of any dispute 
as to the making-up prices, or of any omission 
in fixing them, the clerk acts upon the decision 
of two members of the Committee. All continua- 
tions must be effected at these prices, or, if the 
securities are so infrequently dealt in as not to 
find a place in this Ust, at the then existing market 
s.ii. 2 
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price, as determined by arrangement between the 
parties. 
Contango The consideration thus paid for the continuation 

SiTLQ D9>CK- 

wardation. by the buyer is called a " contango." Should there 
be a scarcity of stock available for delivery against 
sales, this consideration may be a minus quantity ; 
in other words, the buyer, instead of having to pay 
a consideration to defer payment for stock purchased, 
may be in a position to exact a consideration (called 
a " backwardation ") from the seller for the post- 
ponement of delivery of the stock sold. This state 
of things is called a " bear account." 

Continuation may be, and frequently is, effected 
between persons other than the parties to the 
previous contract. Either buyer or seller may not 
desire to continue at all, or may prefer to continue 
the transaction elsewhere. If a buyer thus con- 
tinues stock with a person other than the original 
seller, he, having sold what he had bought, merely 
stands to take up the stock from one member and 
deliver it to another, and this task is now undertaken 
for him by the clearing or settlement department, 
but is carried out without any transfer of liabihty. 
This done, the purchaser is in the position of a buyer 
for the following account day, instead of that for 
which be had originally bought. 

When a broker has effected a continuation for his 
principal, he renders him an advice note, showing 
the sale of his stock at the making-up price for the 
current account, ■i.e., for cash, and its repurchase for 
the next account at the same price, plus the con- 
tango, or minus the backwardation. This difference 
between the price of sale for the current account 
and the actual buying price for the next account 
will be regulated partly by the nature of the security, 
partly by the current rate of interest, and partly by 
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the demand existing for such accommodation. It is 
usually more on registered stocks than on securities 
to bearer, on account of the expense of stamps 
incurred in connection with the transfers. 

It should be here observed that it is open to a 
purchaser, who does not wish to pay for his stock, 
but is prepared to find the customary margin, to 
take it up and pawn it with bankers or others ; an 
alternative which limits the rate of contango he 
will be willing to pay. This is a course frequently 
adopted by brokers when instructed to " continue " 
— and the transaction appears, as a matter of 
account and book-keeping between themselves and 
their principal, to be a contango, while as between 
the brokers and the lender of the money the trans- 
action is in fact a loan. Such transactions should 
be disclosed to the principal, but no principal could 
reasonably object to a custom which often enables 
a broker to do the business more advantageously than 
if he were compelled to pay the rate of contango 
current on the Stock Exchange. 

The term continuation or carrying over is some- 
times loosely applied to an original " taking in " or 
" giving upon " stock. A high rate of contango may 
tempt a lender of money to " take in " stock instead ; 
while a backwardation will induce holders of stock 
to temporarily part with it. In this manner by the 
operation of contango and backwardation the amount 
of stock available for delivery is made equal to the 
amount purchased by investors, and so the settlement 
is adjusted. 

If a principal is desirous of carrying over, he must Carrying 
give instructions in due time. The day which is 
fixed as " carrying-over " day is the next day but 
one before the account day (except in the case of 
mining shares, which are carried over a day earlier), 

2 — 2 
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and on that day continuations are effected. The 
reason of this is that the settlement practically com- 
mences on that day, for although we have hitherto 
considered it as being effected in one day, there is 
really a great deal of work to be done preparatory 
to the payment and delivery on the account day, 
and this work is commenced two days previously, 
so that the settlement actually extends over three 
days. 

The taking in of stock by way of continuation 
must not be confounded with the case of an ordinary 
loan of money upon the security of the stock. The 
taker in of stock becomes the purchaser of it for the 
current account, and the property passes to him, 
but coupled with a concurrent obligation to deliver 
back a like amount of stock on the ensuing account 
— the purchase of the stock and the obligation to 
dehver back is one transaction^; but the entry in 
the books of a member might not show whether such 
a transaction was a purchase or a taking in. The 
taker in is therefore entitled to sell or deal with the 
stock as his own. In eases of loans, on the other 
hand, the lender is not entitled to place beyond his 
control shares or stock received as security for 
money advanced 2 ; and he may, after reasonable 
notice, and upon payment of the principal together 
with interest up to the time for which the loan was 
originally made, be required to return the identical 
bonds, or to re-transfer the shares or stock given as 
security for the loan. The lender of the money 
becomes a mortgagee of the property, and is not 
entitled to sell it until the borrower makes default 
in keeping up the stipulated margin, or in repaying 



ni T. SooUtS 
GirUrale (1886), 54 L. T. 320, L. R. 
0. A 402. 
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at the due date, or if no time is fixed for repayment, 
then not until a demand for payment has been 
made and refused. If the lender has acquired the 
legal title by a proper transfer, having regard to the 
nature of the securities, he may at once sell without 
notice it a time for repayment has been fixed, and de- 
fault is made ; and if no time for repayment has been 
fixed, he has an implied power of sale after reason- 
able notice requiring payment on a certain day.^ In 
the case of an equitable mortgage by mere deposit 
of the certificates of registered securities, the remedy 
of the lender is an action for a transfer and an order 
for foreclosure, or alternatirely an order for sale.^ He 
has no power to sell without the aid of the Court. ^ 
If, in any case, on a sale there is a surplus over and 
above the amount of the loan and interest, the 
borrower is entitled to such surplus .' In the case 
of an irregular sale the owner has a right to charge 
the mortgagee with the price he gets for the pro- 
perty, if he finds it to his interest to do so ; there is, 
however, nothing to prevent the mortgagee from 
transferring the security during the currency of the 
loan and raising money upon it by way of sub- 
mortgage or otherwise, provided that he do not 
place it beyond his control. The lender of the 
money must account to the owner for any dividend 
or bonus received while the security is in his pos- 
session, and must pay any calls which fall due 
during the currency of the loan, crediting or debiting 
the account, and charging interest on the balance 
at the same rate as the original loan.* If he is 



1 Beverges v. Sandemcm, Q-Sll'), i Ch. D. 605, is not 
[1901] 1 Ch. 73 ; [1902] 1 law. 

Ch. 579, C. A. Tucker T. ^ Zanjton \. Waite (1869), 

Wilson (1714), 1 P. Wms. 261. L. E. 6 Eq. 165 ; ib., i Ch. 402. 

2 HarroU v. Plenty, [1901] * Yaughan v. F()0(Z(1833), 
2 Ch. 314. Carter v. Wade 1 Myl. & K. 403. 
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unable to re-deliver the security as agreed, the 
damages recoverable against him in an action are 
estimated upon a principle differing from the usual 
rule in cases of non-delivery of goods sold and not 
paid for (i.e., the difference between the contract 
price and the market value at the time the contract 
v?as broken). The rule to be collected from the 
cases is that the plaintiff (i.e., the borrower) is 
entitled to have the security valued at the market 
price either at the time when it ought to have 
been re-delivered, or at the tiijje of the trial, at his 
option^; but not at the market price on any inter- 
mediate day, unless he has in fact bought in the 
meantime to replace the security .2 It has been 
held that a plaintiff could not recover damages for 
loss sustained in consequence of the .detention of 
his scrip having prevented his paying up deposits 
which would have entitled him to an allotment of 
other shares, as this damage was too remote.' 
Making-up The carrying-over day, or first day of the settle- 
^^^' ment, is called the " making-up " day. On that day 

a process is commenced with a view to facilitate the 
work of the account day. The clerk of any member 
who has both to take and deliver the same stock in 
the House will inquire of those from whom he has 
bought (or to whom he has sold, as the case may be) 
the names of any members from whom they take the 
stock ; should any one of these prove to be one of the 
members to whom the former has to deliver any of 
the stock, the bargain may pro tanto be "made up" 
between them on notifying the fact to this third 

1 Owen\. Roid/i,(185i'),U Forrest v. Hlwes (1799), 4 

C. B. 327 ; Shaw v. Holland Ves; 492. 

(1846), 15 M. & W. 136 ; 2 M'Arthur v. SeafoHh 

Harrison v. Harrison (1825), (1810), 2 Taunt. 257. 

1 C. & P. 412; Sanders v. ^ Archery. WilUams(\&m, 

Kentish (1799), 8 T. E. 162 ; 2 C. & K. 26. 
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member, and for the amount so made up no stock 
need pass ; or by inquiry from this third member, 
should he not happen to be one to whom the former 
has to deliver, the bargain may be traced to such a 
member, and thus made up. This process is now 
becoming almost a thing of the past, the Settlement 
Department having undertaken the work of making- 
up for all members who subscribe to it. No making- 
up is binding except at the fixed making-up prices of 
the day. 

The arrangement thus effected simply facilitates 
business ; it does not in any way interfere with re- 
sponsibilities. In the delivery of stock, intermediaries 
are saved the trouble and risk of passing on the actual 
securities, ultimate deliverers being brought into 
contact with ultimate payers. At the same time, 
no trace is lost — ^in fact the complete records of the 
Settlement Department greatly facilitate the tracing 
out of liability when questions subsequently arise. 

The second day of the settlement is called the Ticket day. 
"name day," or "ticket day.'' On that day the pro- 
cess commenced on the making-up day is continued 
so as to bring all the ultimate buyers and ultimate 
sellers into contact. It is unnecessary to go into all 
the intricate details of this process ; the only ques- 
tion affecting the interests of others than members 
being the times at which brokers must be supplied 
with names of transferees. Brokers are required to 
issue tickets bearing these names with full address 
and description before twelve o'clock on this day, or 
in the case of mining securities before two o'clock 
on the preceding day, and should therefore be 
supplied with these particulars a reasonable time 
beforehand. Neglect in this respect may involve 
loss through the seller exercising his right to sell 
out, which he becomes entitled to do if the ticket 
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does not reach his broker by half-past two. Tickets 
may be left at the office of the seller up to twelve 
o'clock on ticket days for registered securities, or in 
the case of mining securities up to two o'clock on 
the preceding day. After these hours all tickets 
must be passed in the settlement rooms. 

These tickets pass from hand to hand until they 
reach the ultimate delivering broker, whose duty it 
is to prepare transfers in accordance therewith, and 
obtain execution by the transferors. On the follow- 
ing or any subsequent day he can obtain payment 
from the broker who originally issued the ticket by 
delivering the transfer deeds duly executed and 
accompanied by the corresponding certificates. If, 
therefore, a selling principal hand these documents 
to his broker on any day sufficiently early to allow of 
the necessary routine business being carried through, 
he should receive payment on the same day. 

Then on the third and last day of the settlement 
(called the " account day " or " pay day ") the 
delivery of securities commences at ten o'clock, and 
the actual payment takes place of what are called 
Differences. " differences." The manner in which differences 
arise in connection with carrying over has already 
been explained ; and when tickets are passed through 
members' books, as referred to above, differences arise 
in precisely similar manner. The difference is simply 
the balance between the price of the original bargain 
and the making-up price at which the account is 
adjusted, either by a continuation, a making-up, or 
the passing of a ticket. Thus, differences arise and 
are settled in precisely the same way, whether the 
business is of an investing or of a speculative 
character. With dealers, whose object is to make 
the amounts of stock bought and sold as nearly as 
possible balance each other, the bulk of the cheques 
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passed will be differences, whatever the nature of 
the buying and selling. With brokers, on the other 
hand, payments at the making-up prices for genuine 
investments and realisations will be additional to 
the payment of the differences which arise in con- 
nection with both these and speculative transactions. 
In payment of differences bank notes or cash do not 
pass and cannot be demanded. AU payments on 
account of differences must be by crossed cheques 
on a clearing house banker, and the whole of the 
differences to which any member becomes entitled, 
or is liable to pay, must all pass through the clearing 
house together, so that the credit differences of each 
member are, as it were, directly hypothecated for 
the payment of his debit differences. 

Securities to bearer are very frequently settled 
between the original parties to the contract by 
delivery and payment at the price of the bargain 
without the intervention of tickets. When, how- 
ever, tickets have been passed, or the stock made up 
in any way, the differences having been settled, 
the stock itself has still to be passed, and the 
residue of the purchase-money, that is to say, the 
value at the making-up price, has still to be paid. 
This payment does not become due until actual Payment of 
transfer of the property, which may perhaps not SSie/.^* 
happen until some subsequent day, and if the secu- 
rity is not presented before half-past two o'clock 
(or twelve o'clock on Saturdays), payment cannot 
be demanded that day ; but since all securities may 
be delivered on the account day — and securities to 
bearer generally are so — the buying broker should 
be provided with the purchase-money on that day. 
Securities to bearer, where a ticket has been passed, 
must be delivered before two o'clock; and where 
a ticket has been refused by the seller, in the 
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exercise of his right under the rules to elect to 
deliver the security to his immediate buyer, they 
must be delivered before half-past twelve. In the 
case of registered securities it is reasonable that a 
certain time should be allowed for the selling broker 
to get the transfer deeds executed, which may require 
the signatures of perhaps three- or four persons, all 
residing at a distance. Accordingly, by the rules, 
ten days are allowed within which to deliver such 
transfers.^ 

Unsettled On this day, also, any amounts of securities to 

se*BurfM6sto bearer, which remain undelivered, are brought down, 
°'"°''" and temporarily adjusted at prices fixed by the 

clerk of the House at'half-past two o'clock, and the 
differences paid in the usual manner. The descrip- 
tion of the compulsory closing of unfulfilled bargains 
by the summary process of buying in or selling out 
is reserved for subsequent chapters. 

Options. Another form of contract in use on the Stock 

Exchange, known as an "option," is a contract under 
which a person, on consideration of a payment of 
" option money " to the contractee, acquires the right 
to deal with him on a fixed future date, in a specified 
amount of a certain stock, at a price agreed on at the 
time. This price is usually the market price of the 
day, with a reasonable addition for the amount of 
contango accruing during the period the option is 

Put. open. Options are of three kinds : first, a " put," 

which gives the option of putting or selling stock, or 
not, on the day fixed, at the agreed price ; secondly, 

Cau. a " call," which gives the option of caUing or buying 

stock, or not, on the day fixed, and is the converse of 

' Transfer receipts for Eng- past three o'clock, or by 

lish and India stocks, &c., half -past twelve o'clock on 

bought for a specified day, Saturdays, 
must be delivered by half- 
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the " put " ; and, thirdly, the " put and call," which Put and 
is a combination of the preceding two, i.e., gives the 
option of either putting or calling, or not doing 
either on the day and at the price fixed, and for 
which, therefore, the premium or option money is 
usually double. Options must be declared, that is 
to say, the giver of the money must announce his 
intention of exercising or abandoning his right to 
deal, in the case of consols at a quarter before three 
o'clock two days before the setthng day of the 
account for which the bargain has been made, and 
in the case of a foreign settlement at the same time 
on the day before the first making-up day, or at a 
quarter before one o'clock should that day fall on a 
Saturday. If the option has been made for a special 
day and not for the account, it must be declared at 
a quarter to three on that day, or on Saturdays at a 
quarter to one. If the Stock Exchange is closed on 
the day for the declaration of an option, it must be 
declared on the preceding business day. In all 
cases the premium, or option money, is payable on 
the following settling day. 

As a matter of practice the price generally deter- 
mines clearly enough in what manner the option 
wiU be exercised, and the absence of one of the con- 
tracting parties will not, in such case, interfere with 
the carrying out of the bargain in the manner indi- 
cated by the price. But when the price is so close 
to the agreed price of the option as to make its 
exercise doubtful, it is essential that the option 
should be declared by the " giver " (or person paying 
the option money) to the " taker " at the proper 
time. 

The effect of exercising the right given by the Effect of 
option is to transfer the property as upon the day option."^ 
on which the bargain was originally made, that is to 
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say, the transferor is liable to account for any divi- 
dend, bonus, or new shares which may have been 
issued to him, pending the option. In fact, the 
practice is to treat the single option as a definite 
bargain of sale or purchase (as the case may be) for 
the fixed future day, coupled with the right of 
closing on that day at an agreed price. Thus a 
" caU " is entered in the books not as an optional 
purchase, but as an actual purchase, a further 
memorandum being made by which the seller 
undertakes, if called upon, to effect a fresh contract 
on the expiration of the former one for the repur- 
chase of a similar amount of stock at a certain lower 
price, the difference between these two prices being 
the " option money." By this it will be seen that 
the purchaser can call upon the seller to deliver 
the stock to him without making any further bar- 
gain, although it is customary to inform the seller 
of the intention to call the stock. When shares or 
stock on which options are open are quoted " ex 
rights " an oflScial price will, on application to the 
secretary 'of the share and loan department, be fixed 
for the rights ; and all such rights will be settled by 
the allowance of such valuation in the option price, 
unless the member who has given for the call or 
taken for the put gives notice in writing on or before 
the day the shares or stock are quoted " ex rights " 
that he will claim the new shares or stock and 
accept dehvery if the option is exercised. 
Business in It may often be to the advantage of an intending 
options. bon§, fide purchaser of stock to take money for the 
put of it at a future date, instead of making an im- 
mediate purchase. This would be the case where the 
stock is quoted at a higher price than the intending 
purchaser is prepared to give, while he would be 
glad to buy at a reduction equal to the market price 
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of the option. If he then takes the option money 
for the put at the price of the day, he is in this 
position : — On the day when the option has to be 
declared, if the price has risen in the meanwhile, he 
has profited by securing the option money ; and if 
the price has fallen, he finds the stock put upon 
him, but the nett cost of it (deducting the option 
money received) is no more than we have assumed 
him to be willing to pay for the security. And 
conversely an intending seller may take money 
for the call, and should the price fall so that 
the stock is not called of him, he will reduce the 
cost of his holding by the amount of the option 
money. 

It is provided by the Act of 8 & 9 Vict. c. 109, Gaming and 
s. 18, "that aU contracts and agreements, whether by miftraote. 
parol or in writing, by way of gaming or wagering, 
shall be nuU and void ; and that no suit shall be 
brought or maintained in any court of law or equity 
for recovering any sum of money or valuable thing 
alleged to be won upon any wager, or which shall have 
been deposited in the hands of any person to abide 
the event on which any wager shall have been made." 
The Gaming Act, 1892,^ further provides that any 
promise, express or impUed, to pay any person any 
sum paid by him under or in respect of any contract 
or agreement rendered null' and void by the 8 & 9 
Vict. 0. 109, or to pay any sum by way of com- 
mission, fee, or reward, or otherwise, in respect of 
any such contract or agreement, or of any services 
in relation thereto or connection therewith, shall be 
null and void, and no action shall be brought or 
maintained to recover any such sum. It may be 
noticed that these enactments do not make the 

I 65 Viot, 0, 9, 
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contracts themselves illegal, but merely null and 
void.^ 

Options. The validity of a call option, in reference to the 

Gaming Acts, was questioned in a recent case, 
where the Court of Appeal, reversing the decision 
of Darling, J., held that the contract did not involve 
gaming or wagering, and was valid.^ And in another 
case' a " put and call " option was treated as valid 
by the Court of Appeal, though the Master of the 
EoUs remarked that he did not understand for what 
reason it was held that it was not a gambling trans- 
action. With regard to this particular kind of 
transaction, the object of both contracting parties 
may be merely to profit by a rise or fall of price, 
quite independently of any bonS, fide transfer of 
stock. In such a case, assuming it to be found 
as a fact that that was the intention of both parties, 
it seems clear that the transaction would be a 
wagering contract, and consequently void, even if 
entered into on the Stock Exchange.* 

Put and call On the other hand, there may be cases where 
even a " put and call " may be contracted for with 
the real intention of transferring stock. Let us 
suppose a person who is possessed of certain securi- 
ties to be desirous of selling if he could get a bid, 
say one per cent, higher than the present price, and 
to be at the same time desirous of doubhng his 
holding, if he could buy at a price one per cent. 



1 See Fitch v. Jones (1855), (H. L.) ; Cfrizewood v. Blane 
5 E. & B. 238. (1851), 11 C. B. 526, 538. 

2 Buitenlandsche Bank- Such a contract, however, 
vereeniging v. Hildenslmm though void in law, would, of 
(1903),' 19 T. L. R. 641, C. A. course, be binding, according 

3 Sadd V. Foster (1897), 18 to the rules, as between 
T. L. R. 207, C. A. members of the Stock Ex- 

■ Universal Stock MschoMge change. 
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lower. If he gives instructions in this form to his 
broker, it may well happen that the price does not 
fluctuate sufiBciently to make it possible to carry 
out either transaction. But the same practical 
result may be attained with certainty by the owner 
of the securities taking one per cent, for the put 
and call of them, for the money thus received 
would be, as it were, a reduction of one per cent, in 
the purchase price if the security is put upon him, 
and would equally, as it were, go to increase the 
selling price if it is called from him. There is, of 
course, this difference, that if the security is at 
precisely the same price on the option day as on 
the day the bargain was made, it may happen that 
the security is neither put nor called, and in that 
case the owner will have secured his one per cent, 
without further liability, and be in a position to 
repeat the process. Under such circumstances the 
option could not be said to be a wagering contract. 

It may now be considered settled that the stock 
Gaming Acts have no application to ordinary con- speoiJation 
tracts of sale and purchase, or continuations, on the 
Stock Exchange, even when such contracts are 
entered into in furtherance of a speculation, 
because they are real contracts involving, accord- 
ing to the rules, the delivery and acceptance of the 
shares or stock bought and sold.^ It is immaterial 
that they are made in pursuance of a desire to 
speculate. A person may buy a commodity for 
future delivery in the expectation that the price 
will rise, and intending to sell it again before the 

1 Thaeher v. Hardy (1878), Phillips (1861), 30 L. J. Bkoy. 

4 Q. B. D. 685, C. A. ; Forget 1 ; Ex parte Marnham (1861), 

V. Ostigny, [1895] A. C. 318 36 L. J. Bkcy. 3 ; MaHen v. 

(P. C.) ; In re Hewett, Ex Giblm (1875), 33 L. T. 561, 

parte Paddon (1893), 9 T. L. C. A. ; Lightiody v. Bahhula 

E. 166, C. A. ; Ex parte (1895), 12 T. L. E. 102. 
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time for delivery ; but that intention does not make 
the contract of purchase a wagering contract, and 
it does not matter whether the commodity is so 
much cotton or wheat or so much stock." If both 
parties to a contract of sale agreed or intended that 
no property should pass, but that merely the dif- 
ference in price should be paid by one or the other 
according to whether the price should rise or fall, 
such contract would be a wagering contract^ ; but 
such a transaction is unknown on the Stock 
Exchange, and would be entirely contrary to the 
rules and customs of that institution. All con- 
tracts and bargains on the Stock Exchange 
contemplate and compel the actual deUvery of 
the securities and payment of the price, which can 
only be avoided by a new and equally real bargain 
of a contrary nature. 
Time With regard to " time bargains," these are 

bargains. usually the result of two distinct and perfectly 
legal bargains, namely, first a bargain to buy or 
sell, and secondly, a subsequent bargain that the 
first shall not be carried out ; and it is only when 
the first bargain is entered into upon the under- 
standing that it is not to be carried out that a 
" time bargain," in the sense of a wagering and 
therefore unenforceable bargain, is entered into.* 
Such bargains, as already stated, are unknown on 
the Stock Exchange, where contracts for the pay- 
ment or receipt of differences are never made. 
Outside Different considerations apply to transactions 

dealings. ^jj.jj Qy^gi^g "brokers," or dealers, as they may in- 



1 See note on p. 31. ' Per Lindley, L.J., in 

2 6frizewoody.JBlane (1851), Thacher y. Hardy, i Q. B. D. 
11 C. B. 526, 538 ; Universal 689; Forget v. 
Stocli Exchange v. Sti-achan [1895] A. C. 318. 
[1896] A. C. 166 (H. L.). 
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most cases be more properly called, since they 
usually profess to deal directly as principals with 
their customers. These transactions, though in 
form purchases and sales, may be in effect merely 
bargains for differences, and therefore contracts 
by way of wagering within the meaning of the 
statute.i "Whether they are so or not depends 
upon the real intention of the parties ; and there- 
fore is largely a question of fact to be determined 
with regard to all the circumstances of each par- 
ticular case.' If both parties to a contract for sale 
or purchase intend that no stock or shares shall be 
delivered or accepted, but that only differences 
shall be received or paid according to whether 
there is a rise or fall, the contract is none the less 
a wagering contract because it provides that either 
party may at his option require completion accord- 
ing to its terms." On the other hand, if it appears 
to have been the intention of either party that the 
stock or shares should be delivered and paid for, 
the contract is not a gaming or wagering contract, 
and it is immaterial that it provides for the pay- 
ment of an enhanced price in the event of the stock 
or shares being taken up.s 

1 Unifersal Stock Exchange employed as an agent to buy 
V. Strachan, [1896] A. C. 166' and sell shares, and was held 
H. L. ; In re Gieve, [1899] 1 liable for breach of duty in 
Q. B. 794, C. A. ; Philip v. not buying and selling ac- 
Bennett (1901), 18 T. L. R. cording to his instructions; 
129; Wood \. Fevez (1898), and Sirst y. WUUams {1895}, 
U T. L. E. 492 ; Meffgio v. 12 T. L. R. 128, C. A., where 
Steven (1888), 4 T. L. K. 326. the plaintiff subscribed to a 

2 Universal Stock Eiochange speculation by the defendants 
V. Strachan (supra") ; In re on the terrcs that he should 
Gieve (supra). be guaranteed against loss, 

^ Philip T. Bennett (1901), and was held entitled to re- 

18 T. L. E. 129. See also In cover back his subscription, 

re Hewett, Ex parte Faddon there being no gambling as 

(1893), 9 T. L. E. 166, C. A., between the plaintiff and the 

where an outside broker was defendants. 

S.B. 3 
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PEINCIPAL AND BEOKEE. 



The order 
given by 
principal 



How inter- 
preted. 



The first step in the transaction it is proposed to 
follow out is the order given by the principal to his 
broker. And in accordance with the general rule of 
law that a person who deals in a particular market 
must be taken to deal according to the rules and 
customs of that market, i the principal will be taken 
as intending that his order shall be carried out 
according to the general rules and usages of the 
Stock Exohange,^ to the extent of course only to 
which such rules or usages are not unlawful or un- 
reasonable.' Thus the order itself may, as between 
the principal and broker, be explained and interpreted 
by evidence of those rules and usages. In the case 
of Mitchell v. Newhall* a principal had given an 
order to his broker for the purchase of " shares " in 
a company of which at the time no certificates 
existed, but letters of allotment were commonly 
bought and sold on the Stock Exchange as shares ; 
the broker accordingly bought a letter of allotment, 



^Meet V. Mwrton (1871), 
L. B. 7 Q. B. 126. 

2 Sutton V. Tatham (1839), 
10 A. & E. 27 ; Bayliffe v. 
Butterworth (1847), 1 Ex. 
425 ; Sarlter v. Edwards 
(1887), 57 L. J. Q. B. 147, 
C. A. ; Tovmg v. Cole (1837), 
3 Bing. N. C. 724 ; Coles v. 
Sristowe (1868), L. E. 4 Ch. 
3 ; Cfrissell v. BHstowe (1869), 



L. E. 4 C. P. 36. 

' Pollock T. StaUes (1848), 
12 Q. B. 765 ; Hoiinson v. 
MoUeU (1874), L. E. 7 H. L. 
802 ; Hamilton v. Yovmg 
(1881), L. E. 7 Ir. 289 ; Blacli- 
hurn V. Mason (18^3), tiS L. T. 
510, C. A. ; Neilson v. Jaines 
(1882), 9 Q. B. D. 546, C. A. 

< (1846), 15 M. & W. 308. 
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which the principal refused, but, on action brought, 
he was compelled to accept. Pollock, C.B., saying, 
that the defendant could not avail himself of his 
supposed ignorance of the mode of business on the 
Stock Exchange ; the broker had received an order 
from his principal to purchase for him something, 
and it was for the jury, after hearing evidence of the 
usage, to say what that something was. 

And in the case of Stewart v. Cauty,i a contract 
for the purchase and sale of certain shares in the 
Great Western Eailway had been made among 
parties who were none of them members of the Stock 
Exchange ; still, evidence of the rules was held 
admissible in interpreting the contract as a guide to 
the determination of what was a reasonable time for 
delivery of the shares, but not, it is true, as being 
binding upon the parties. 

Questions may arise as to the extent to which special 
private instructions given to the broker would be 
allowed to limit the general authority which he 
receives to deal according to the custom of the Ex- 
change ; but it is a general principle of the law of 
agency that acts within the ostensible authority of 
an agent bind his principal, notwithstanding special 
instructions, with respect to persons having no 
notice of such instructions 2; and it seems to follow 
that no such instructions would affect the rights of 
third persons who, without notice, have dealt with 
the broker in the usual course of business in the 
House. Still, it is clear that there is nothing to 
prevent a principal and broker making any con- 
tract they please so as to be binding as between 
themselves, even though expressly contrary to the 

1 (1841), 8 M. & W. 160. A. C. 176, H. L. ; Irickett v. 

" National Boliiian Navi- Tomlinxon (1863), 13 0. B. 
gation Co. v. Wilson (1880), 5 N. S. 663. 

3—2 
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rules made by the Stock Exchange for the regulation 
of contracts between members. 

It may be noticed here that where the order is 
obviously unlawful or ultra vires, e.g., an order to 
purchase shares in an illegal company/ or an order 
from a company to purchase its own shares,^ the 
broker accepts and executes it entirely at his own 
risk. He cannot, in such a case, bind the principal 
by any contract he may make in pursuance of the 
order, nor is he entitled to be indemnified against 
any liabilities he may incur. 

There is clearly no duty cast upon a broker to 
accept every order that may be sent to him. "What 
would amount to an acceptance must depend upon 
the circumstances of each individual case ; and no 
doubt where there have been previous dealings 
between the parties, and the address of the principal 
is known to the broker, very slight delay in declining 
the order would be evidence of its acceptance.^ It is 
customarily understood that an order given to a broker 
authorises him to execute any portion of it, whether 
he accepts it to that extent only, or finds himself un- 
able to execute the rest.* 

Having accepted the order, the broker becomes the 
agent of the principal, and aU the ordinary and 
general principles of the law of agency apply as 
between them ; although, in the Stock Exchange, as 
we shall see hereafter, this agency is not recognised, 
and the broker deals as a principal. There is, accord- 
ingly, a request implied by the principal to the broker, 



1 Josephs V. Pebrer (1825), 
3 B. & C. 639. 

^ Re London, Hamburg and, 
Continental Exchange Bank, 
Zulueta's claim (1870), L. E. 5 
Ch. Hi ; Trevor v. Whitwofth, 
12 A. C.409, H. L. 



' As to acceptance by a 
clerk to whom a commissipn 
is allowed on business intro- 
duced, see Spooner v. Brown- 
ing [1898], 1 Q. B. 528, C. A. 

■* Benjamin v. Barnett 
(1903), 19 T. L. R. 564. 
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that he shall discharge on his behalf any liability 
properly 1 incurred in entering into contracts as his 
agent according to the rules of the Stock Exchange 
(except so far as they may be illegal or unreason- 
able); and there is an implied contract by the 
principal to indemnify the broker against any loss 
or Uability which, in the ordinary course of business, 
he may incur ; provided, of course, that it has been 
incurred without any default on the part of the 
broker himself. 

This has been established by a long series of cases, rmng v. 
one of the earliest of which is Young vl Cole.2 ""'"^ 
This was an action brought by a broker against his 
employer to recover the proceeds of some Guatemala 
bonds which he had sold for him in the market. 
The bonds, after being a short time in the pur- 
chaser's possession, were found to be unmarketable 
owing to their want of stamps, and no one could be 
found in this country who had authority to stamp 
them. Upon this being disclosed to the broker, he 
took them back and reimbursed the purchaser with- 
out communicating with the defendant. It was 
held that the broker was entitled to recover the 
amount he had handed to his principal, not on the 
ground of a breach of warranty by the principal, but 
on the ground that the consideration on which it 
had been handed over had failed, the defendant 
having delivered something which, though resem- 
bling the article contracted to be sold, was of no 
value, and that the repayment made by the broker 
to the purchaser was necessary, according to the 
usage~of the Stock Exchange. 

1 See Clegg T. Townshend behalf of the principal were 

(1867), 16 L. T. 180, where held not to be recoverable, 

the costs of defending a vir- ^(\8^T), 3 Bing. N. C. 724. 
tually undefended action on 
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This was followed by Sutton v. Tatham/ where a 
principal had instructed his broker to sell 250 shares 
in a company. The sale was effected on the following 
day, and afterwards, during that day, the principal 
called on his broker to inform him that he had made 
a mistake, that he had only 50 shares, and only 
wished to sell that number. The purchaser declined 
to accede to the request of the broker and cancel the 
bargain, and, according to the rule, bought in 200 
shares on settling day against him. The broker 
paid the loss and commission consequent on the 
buying-in, and was held entitled to recover the 
amount in an action against the principal. In this 
case the principal was proved to have known of the 
rule in question ; but in a subsequent case, Bayliffe 
V. Butterworth,^ where a broker succeeded in an 
action brought under very similar circumstances, 
the Court expressed a strong opinion that such 
knowledge is immaterial. 

The decision in Bayliffe v. Butterworth was after- 
wards approved of and acted upon in Pollock v. 
Stables,' where a principal was unable to pay, on 
settling day, for shares which he had instructed his 
broker to buy. The vendor sold out, the broker 
paid the difference, and recovered it from the 
principal, although it did not distinctly appear 
whether or not the principal was acquainted with 
the rule, nor was it shown that he received any 
notice of the vendor's intention to sell out. 

Bayley v. Wilkins * was an action brought by a 
broker against his principal under the following 
circumstances. The principal had employed the 
broker to buy certain shares for him, upon which 



» C1839), 10 A. & E. 27. 
» (1847), 1 Ex. 425. 



3 (1848), 12 Q. B. 765. 
< (1849), 7 C. B. 886. 
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a call had been made, but was not then payable. 
The seller being obliged to pay this call in order to 
become entitled to transfer the shares, the broker 
repaid the amount to the seller, and claimed it in 
this action from the principal, who resisted on the 
ground that he was ignorant of the fact of a caU 
having been made at the time he contracted to buy 
the shares. The Court held that, the object of the 
purchaser being to obtain the shares with all the 
responsibiUties that legally attached to them, he was 
liable to pay to the broker any sum beyond the 
stipulated price which the regulations of the com- 
pany subjected them to. 

Again, in the case of Taylor v. Stray * the same Taylor v 
principle is illustrated. A broker had bought for ^*^"^' 
his principal some shares in a bank which subse- 
quently, but before settling day, stopped payment, 
whereupon the directors refused nearly all applica- 
tions made to them to allow transfers of shares. 
The broker received a notice from his principal's 
solicitor not to pay the purchase-money, but stamped 
transfers and certificates were handed to him by the 
seller, and he was obliged to pay. On action brought 
to recover the amount from his principal, it was 
held that although if there had been an absolute 
refusal on the part of the directors to recognise 
these particular transfers, and if that had been 
known to the broker at the time he paid the money, 
whatever the reason for the refusal might have been, 
then the subsequent payment might have been a 
payment by the broker in his own wrong; yet in 
this case the broker had acted rightly in making 
himself personally responsible for the payment of 
the money at a stage preceding that on which the 



1 (1857), 2 0. B.N. S. 175, 197. 



SheplLerd, 
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consent of the directors could be asked, and that, 
therefore, he was entitled to call upon his principal 
to reimburse him. 
cimpman v. This casc was followed in Chapman v. Shepherd, * 
where the circumstances were practically the same 
as in Taylor v. Stray, with the exception that a 
petition for winding up the company under the 
Companies Act of 1862 was presented, also before 
the settling day. It was objected by the defen- 
dants that the transactions were absolutely void 
under the 153rd section of that Aot,^ unless other- 
wise ordered by the Court, and that the transfers 
when tendered to the brokers were, therefore, mere 
waste paper, so that the brokers were not justified 
in paying over the purchase-money, and could not, 
therefore, recover against their principals. The 
Court decided that the statute did not avoid the 
contract ; and Willes, J., put this test : — Could the 
buyer have insisted upon receiving the transfers 
and certificates under the circumstances which 
have occurred ? It is clear that he could, because 
he would be at liberty to make an application to 
the Court that he might be declared a shareholder 
in the company; and, having this conditional 
right, he could not be allowed to object that the 
contract was void, before he had taken the step 
required to ascertain whether he could not be 
declared a shareholder. The Court, therefore, held 
that since the payments were made by the brokers 
before the contracts were thus ascertained to be 
void, they were recoverable in the actions. It is to 
be observed that, according to more recent authority, 
the non-registration under such circumstances would 
not render the contracts void, and the question of 

' (1867), L. E. 2 0. P. 228. a 25 & 26 Vict. c. 89, s. 163. 
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the broker's right to recover would present less 
difficulty. 

Very shortly afterwards came the case of Bieder- Bieckrmanw. 
man v. Stone.' This action was by a broker against ^'™'" 
his principal for indemnity against loss incurred in 
consequence of the refusal by the principal to execute 
a transfer of certain shares which the broker had 
sold under his instructions, and which were in due 
course " bought in " on the failure of the broker to 
deliver. This case differed from the preceding ones 
in this, that the company had to the knowledge of 
all parties commenced winding-up voluntarily before 
the transaction was entered into. The defendant 
here relied on the 131st section of the Companies 
Act of 1862,2 which provides that all transfers taking 
place after the commencement of the winding-up 
are void, unless made with the sanction of the 
liquidators, and he refused to execute a transfer 
unless the purchaser of the shares first obtained 
their sanction. The Court held that the seller was 
bound to execute the transfer quantum valeat, and 
was therefore liable to indemnify the broker for the 
loss consequent on his refusal to execute. 

In Hunt V. Chamberlain^ a broker was instructed HwntY. 
to buy shares in a certain banking company at 4Z. ja™? ^' 
each, payable on the company " coming out." The 
company was registered in the Transvaal, and a 
special settling day was appointed for dealings in 
the shares ; but the company was not registered in 
this country, nor were the shares quoted in the 
official Hst. It was held that the principal was 
bound to indemnify the broker, who was compelled 
to pay for the shares according to the rules. 



1 (1867), L. E. 2 C. p. 504. ' (1896), 12 T. L. E. 186, 

2 25&26 Viot. c.89,s.l31. C. A. 
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Btynoid»v. In Eeynolds v. Smith ^ the plaintiff was a broker 
and member of the Stock Exchange, and the defen- 
dant an outside broker. The plaintiff, who had 
been instructed by the defendant to ^sell certain 
stock subject to the rules of the Stock Exchange, 
sold it on the Exchange, and it was transferred to 
the buyer. It was subsequently discovered that 
the signature on the transfer was a forgery, and 
the brokers who had bought the stock claimed 
under Eule 94 that the plaintiff was liable to 
replace it. The Committee, to whom the claim 
was referred, decided against the plaintiff, who was 
therefore compelled to replace the stock. It was 
held in the House of Lords, affirming the Court of 
Appeal, that the rule was not unreasonable, and it 
was therefore immaterial whether the defendant 
was aware of it, that the Committee had jurisdic- 
tion to decide the dispute as between the 
members, and that the defendant must indemnify 
the plaintiff. 2 

This impUed promise to indemnify cannot be 
relied upon where the transaction in respect of 
which indemnity is claimed is known by the 
broker to be unlawful,' or is contrary to some 
statute,* or is a gaming or wagering contract,^ or 
where the loss or liability is incurred in consequence 
of the broker's own default or insolvency,* or in 

1 (1893), 9 T. L. R. 494, Zulueta's claim (1870), L. E. 

H. L. ; Smith v. Reynolds, 5 Ch. 444 (purchase by com- 

8 T. L. R. 137, 391, in C. A. pany of own shares). 

a See also Harker v. Ed- * In re Parlier (1882), 21 

wards (1887), 57 L. J. Q. B. Ch. D. 408, C. A. ; and see 

147, 0. A. ; and compare Tfeii- Leeman's Act, post. 
ropp V. Solomon (1849), 8 C. B. * 55 Vict. c. 9 ; Tatam T. 

345. Meeve, [1893] 1 Q. B. 44. 

^ Josephs T. Pehrer (1825), " Duncan v. Hill, Duncan 

5 B. & 0. 639 (purchase of v. Beeson (1873), L. R. 8 Ex. 

shares in illegal company) ; 242 ; Toplis v. Grane (1839), 
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pursuance of a rule or custom which is unreason- 
able and was not known to the principal at the time 
when he instructed the broker." 

Prior to the Gaming Act, 1892,^ it was held in a Gaming and 
number of oases that, gaming and wagering con- SraoS 
tracts not being unlawful, but merely null and void, 
under the 8 & 9 Vict. c. 109, the statute con- 
stituted no defence to a claim by a broker for 
repayment of moneys paid by him under a wagering 
contract entered into at the principal's request, the 
contract of agency not being itself a gaming or 
wagering contract.^ These cases are not now to be 
relied upon, owing to the provisions of the Act of 
1892*; but, as already pointed out,^ transactions on 
the Stock Exchange are real, and not wagering 
contracts, except possibly in the case of options, 
and even with regard to options, the only cases 
reported up to the present are in favour of their 
validity. It may be said, therefore, that, at all 
events, generally speaking, the Gaming Acts afford 
no defence to a claim by a broker for indemnity in 
respect of transactions entered into on the Stock 
Exchange. 

Under Leeman's Act (30 Vict. c. 29), which was ^^|™*"'^ 
passed in 1867, certain contracts for purchase or sale 
of shares in joint-stock banks are rendered void. The 
enactment is " That all contracts, agreements, and 

5 Bing. N. 0. 636 ; Simpson (1863), 15 C. B. N. S. 316 ; 

V. Swan (1812), 3 Camp. 291. Hannan v. Beeton (1889), 5 

See also the cases cited, post, T. L. R. 703, C. A. ; Read, v. 

pp. 70-73. Anderson (1881), 13 Q. B. D. 

1 Perry v. Barnett (1883), 779 ; Knight v. Cambers 
15 Q. B. D. 388 ; Coates v. (1854), 15 0. B. 562 ; KnigU 
Pacey (1892), 8 T. L. R. 474, v. Fitch, ib. 566 : Thacker v. 
C. A. ; Eobinson v. MoUett Hardy (1878), 4 Q. B. D.685, 
(1874), L. R. 7 H. L. 802. C. A. 

2 55 Vict. c. 9. * Ante, p. 29 . 

3 Rosswarne v. BUliiuj * Ante, pp. 30-32. 
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tokens of sale and purchase which shall be made or 
entered into for the sale or transfer, or purporting to 
be for the sale or transfer, of any share or shares, or 
any stock or other interest, in any joint-stock banking 
company in the United Kingdom of Great Britain 
and Ireland, constituted under or regulated by the 
provisions of an Act of Parliament, royal charter, 
or letters patent, issuing shares or stock transferable 
by any deed or written instrument, shall be null and 
void to all intents and purposes whatsoever unless 
such contract, agreement, or other token shall set 
forth and designate in writing such shares, stock, or 
interest by the respective numbers by which the 
same are distinguished at the making of such con- 
tract, agreement, or token on the register or books 
of such banking company as aforesaid, or where 
there is no such register of shares or stock by dis- 
tinguishing numbers, then, unless such contract, 
agreement, or other token shall set forth the person 
or persons in whose name or names such shares, 
stock, or interest shall at the time of making such 
contract stand as the registered proprietor thereof 
in the books of such banking company ; and every 
person, whether principal, broker, or agent, who 
shall wilfully insert in any such contract, agreement, 
or other token any false entry of such numbers, or 
any name or names other than that of the person or 
persons in whose name such shares, stock, or interest 
shall stand as aforesaid, shall be guilty of a misde- 
meanor, and be punished accordingly, and, if in 
Scotland, shall be guilty of an offence punishable by 
fine or imprisonment." 
Custom held In a case' under this Act the defendant, a broker 

unreason- 

ftble. 

1 Neilson v. James (1882), Bank (1879), 27 W. E. 875 ; 

9 Q. B. D. 546, 0. A. See also Lonng v. Dans (1886), 32 

Mitohell V. City of Glasgow Ch. D. 625. 
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who had undertaken to sell shares of a joint-stock 
bank for the plaintiff, a shareholder, sold them to a 
jobber on the Bristol Stock Exchange, and sent a 
contract note to the plaintiff, but in accordance with 
the custom of the Stock Exchange, the bought and 
sold notes between the defendant and the jobber 
omitted to state the name of the registered proprietor 
of the shares as required by the statute, by reason 
of which the contract for sale was void. The bank 
having stopped, and an order for its winding up 
having been made before the day on which the jobber 
was entitled to name the person willing to be the 
purchaser, the contract for sale was repudiated by 
the ultimate purchaser, in consequence of which the 
plaintiff remained on the register of shareholders, 
and was obliged to pay calls. It was held, in the 
Court of Appeal, that the defendant had committed 
a breach of duty in not making a valid contract for 
sale, notwithstanding the custom of the Stock Ex- 
change to disregard the statute, as such custom was 
both unreasonable and illegal, and that for such 
breach of duty the plaintiff was entitled to recover 
from the defendant by way of damages the price at 
which the shares had been sold. An indemnity 
against the calls was also claimed in the action, 
but subsequently abandoned by the plaintiff's 
counsel. 

This case was decided according to the rules and where 
customs of the Bristol Stock Exchange, where it did not kfown 
not appear that the contract was subject to the final *° p"""'!"*^- 
arbitrament of any committee or similar body. In 
London there is, on account of the impracticability 
of carrying out its requirements in details, not only 
the same custom to disregard the statute, but this 
custom is upheld by the Committee, in so far that 
they will not entertain any application to annul 
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such a bargain unless upon some specific charge of 
fraud, or wilful misrepresentation. A similar con- 
tract would, therefore, if subject to the rules of the 
London Stock Exchange, where the decision of the 
Committee is final, be binding as between the broker 
and jobber, but the broker would not be entitled to 
indemnity from his principal unless he could prove 
that the principal had knowledge of the custom at 
the time when he authorised the broker to act for 
him.' If a principal is not acquainted with any 
particular rule or custom, it is only binding on him 
so far as it is reasonable.^ 

Nor can the implied promise to indemnify be ex- 
tended to liabilities incurred outside the limits of the 
agency. Such a case might arise, for instance, where 
telegraphic instructions have been inaccurately 
transmitted. In the absence of express stipulation, 
or of negligence on the part of the sender of a 
message, there is no responsibility on him in respect 
of mistakes in the transmission, and the extent of 
the agency would therefore depend upon the instruc- 
tions as actually given, and not as received." 

By Eule 60 brokers are cautioned against transact- 
ing speculative business directly or indirectly for or 
with clerks in public or private establishments, with- 
out the knowledge of their employers. Members 
disregarding this caution are liable to be dealt with 
in such manner as the Committee may deem advis- 
able, i.e., are liable to suspension or expulsion. 



1 Perry v. Sarnett (1885), 
15Q. B. b. 388,0. A.; Coates 
V. Pacey (1892), 8 T. L. E. 
474, C. A. ; Seymour v. Bridge 
(1885), 14 Q. B. D. 160. 

2 Sweeting v. Pearce (1859), 
7 C. B. N. S. 449 ; Pearson v. 
SnoU (1878), 9 Ch. D. 198; 
Robinson v. MoUett (1874), 



L. R. 7 H. L. 802 ; JSlacUurn 
V. Mason (1893), 9 T. L. E. 
268, C. A. 

3 Senkel v. Pape (1870), L. 
E. 6 Ex. 7 ; Suart v. Saigh 
(1893), 9 T. L. R. 488, H. L. ; 
Zilly V. Smales, [1892] 1 
Q. B. 456. 
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Under the category of clerks the Committee include 
bank managers, secretaries, and mercantile employes 
of aU kinds. The rule is of course designed for the 
protection of employers, and any case of its infringe- 
ment by a broker should be brought before the Com- 
mittee by the employer ; while on the other hand its 
infringement by a clerk has been held to afford a 
justification to the employer in dismissing him.' 

Having received and accepted the order to buy or Execution of 
sell, the duty of the broker is to use due and reason- 
able diligence in endeavouring to carry it out. Thus 
in NeUson v. James,'' a broker was held liable to his Negligence. 
principal in damages for breach of duty in contract- 
ing a sale of bank shares without observing a for- 
mality required by statute to give validity to the 
contract. 

And in the case of Lambert v. Heath s a broker 
was instructed to buy for his principal some " Kentish 
Coast Eailway Scrip," and he accordingly bought in 
the market the only scrip of that name, but which 
afterwards was denied by the directors to be genuine, 
on the ground that it had been issued by the secretary 
of the company without their authority. On action 
for negligence brought by the principal to recover 
the amount from his broker, the only question left 
to the jury at the trial was, whether the scrip was 
genuine or not ; but the Court of Exchequer held 
that the proper question for the jury was, whether 
the plaiutiff got what he contracted to buy,'' and a 
new trial was granted accordingly. 

But the contract implied on the part of the broker 



1 Pearce v. Foster (1886), * See Mitchell v. Kewhall 

17 Q. B. D. 536, C. A. (1846), 15 M.&W. 308 ; Tem- 

"(1882), 9 Q. B. D. 546, pest y. Kilner Q.8i&'), 3 C. B. 

C. A 249 ; Hunt v. Chinn (1862), 

3 (1846), 15 M. & W. 486. 13 C. B. N. S. 227. 
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does not extend to anything in the nature of an 
undertaking on his part to carry it out at all events,' 
for there may be no market for the particular 
securities in question. 
Implied A broker may also render himself liable to an 

Sority." action at the suit of the person with whom he has 
contracted on behalf of his principal, by virtue of 
the rule laid dovra in CoUen v. Wright,^ that a 
person professing to contract as agent for another, 
imphedly, if not expressly, undertakes to or promises 
the person who enters into such contract upon the 
faith of the professed agent being duly authorised, 
that the authority which he professes to have does 
in point of fact exist. In the usual case, where this 
person is a jobber, the rules of the Stock Exchange 
meet the case by treating the broker as a principal ; 
but in law the position is slightly different in respect 
of the method of estimating damages. The question 
was considered by the Court of Appeal,^ in a case 
where brokers had by mistake applied for and ob- 
tained an allotment of shares for their principal in 
a company other than that in which he had 
instructed them to apply. The company had at 
the time a large number of shares imallotted and un- 
saleable. The company was soon wound up, and it 
was held that, upon the name of their principal 
being removed by order from the list of contribu- 
tories, the brokers were liable to indemnify the com- 
pany for what it lost by reason of its loss of the 
contract ; that is to say, in that particular case, all 
the money which became due to the company upon 
the allotment, because the intended allottee was 
solvent, and the shares worthless. 

^ Fletchfir v. Marshall ' Ha; parte Panmure (1883), 

(1846), 15 M. & W. 755. 24 Ch. D. 367, C. A. 

'(1857), 8E. &B. 647. 
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The doctrine of implied warranty of authority is 
not confined to contracts, but extends to other acts 
which an agent assumes to be authorised to do on 
his principal's behalf. In Starkey v. The Bank of 
England^ a broker had in good faith induced the 
bank to transfer consols under a forged power of 
attorney, and it was held by the House of Lords, 
affirming the decision of the Court of Appeal, that 
he was Uable, on an implied warranty that he was 
duly authorised, to indemnify the bank against the 
claim of the stockholder for restitution. 

A broker cannot bind his principal by transacting Duty of 
business in any other than the ordinary method, actinao- 
unless by express consent. Thus, for example, if wltii^usage. 
stock be usually sold for ready money, he cannot 
bind his principal by a sale upon credit unless 
specially authorised, although by giving credit he 
may be acting bon§, fide with a view to benefit his 
principal ^ ; or if stock be usually sold for the ensu- 
ing account, he cannot bind his principal by dealing 
for a future account, or by carrying over, unless 
authorised to do so.' 

The existence and validity of a usage amongst including 
brokers to include several orders in one contract orders in one 
with the jobber, when they are instructed by 
different cHents to deal in the same security, have 
been the subject of a recent decision. The defen- 
dant had employed a broker to buy and subsequently 
to carry over 225 shares. The broker carried over 
925 shares with the plaintiffs, who were jobbers, 



contract. 



1 [1903], A. C. lU, H. L., 
aflBrming Oliver v. Bank of 
Englmd, [1902] 1 Ch. 610, 
C. A. But see Slieffield Cor- 
poration V. Barclay, [1903] 
2 K. B. 580, C. A., a case of 
a forged transfer. 

S.E. 



2 WilUUre v. Sims (1808), 
1 Cam. 25-) ; Brown v. Boor- 
man (1842), 11 01. & Fin. 1. 

3 Maxted v. Paine (1869), 
L. B,. i Ex. 81 ; Maxted v. 
Morris (1869), 21 L. T. N. S. 
535. 

i 
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and apportioned 225 to the defendant, 125 of the 
shares being carried over on the broker's own 
account. The broker became a defaulter before the 
settling day, and the plaintiffs thereupon called 
upon the defendant to complete the contract, and 
on his refusal to recognise it, they sold the shares, 
and brought an action for the difference. The jury 
found that there was an established usage on the 
Stock Exchange under which a broker instructed to 
buy or carry over shares in the same undertaking 
may make one contract in his own name for the 
total number, and thereupon the jobber and each 
client become bound to carry out that part of the 
contract which is applicable to the order of the 
particular client ; and that it is immaterial that the 
-broker includes in the same contract shares in 
which he is dealing on his own account. It was 
held that the usage was valid, and judgment was 
accordingly given for the plaintiffs.' Bigham, J., 
thought that, even apart from the usage, the defen- 
dant would have been liable, all the parties having 
intended that privity of contract should be estab- 
lished between the plaintiffs and the defendant. 
There certainly appears to be nothing unreasonable 
in the usage. As its effect is to entitle each of the 
principals to enforce his own bargain against the 
jobber, it seems quite immaterial whether, as a 
matter of form, there are separate contracts or not. 
In substance the contracts are separate. Eobinson 
V. MoUett^ is clearly distinguishable, because in that 

' Soott V. Godfrey, [1901] eyidence of it. See also Ea) 

2 K. B. 726. The validity jiarte Bagel's, In re Rogers 

of the usage was expressly (1880), 15 Ch. D. 207, C. A. ; 

left open by the Court of May v. Aiigeli (1898), 14 T. 

Appeal in BechJmson-^.Sam- L. R. 551, H. L. 

Uett, [1901] 2 K. B. 73, 0. A., a (1874), L. E. 7 H. L. 802. 
where there was not sufficient 



BXECUTION OF ORDER. 51 

case the effect of the alleged usage was to prevent 
the principal from suing the other party on the 
contract at aU.> 

"Whether, in the execution of an order, the broker is Dealing 
limited to finding a market among the dealers of the thaThT™ 
Stock Exchange, or whether he may deal directly Bx"ohange. 
with another principal, where opportunity offers, 
does not appear to have been decided. In the latter 
case it is advisable that a disclosure of the facts 
should be made and express instructions taken.'' 
This is especially so where the other principal with 
whom the transaction is carried out happens to 
stand in any business relation with the broker, or i, 
fortiori where the broker receives a further com- 
mission from him, or is in the slightest degree 
personally interested in the transaction. It is now 
provided by Eule 55 that where a member deals 
with a non-member he shall explicitly notify this 
fact on the face of the contract, which must also 
explicitly state when a brokerage is receivable from 
both buyer and seller. 

But it should be observed that, as a matter of 
business, the interests of the principal are best 
served by the broker being left free to deal where- 
ever he can do so to the best advantage.^ And if the 
broker, while doing his best for his first principal, 
deals direct vrith another principal instead of with 
a jobber, it is not unreasonable that he should receive 
a commission from the second principal also, for 
he takes upon himself extra risk in thus exe- 
cuting the business outside the jurisdiction of the 

> See, however, the judg- reversing the Court of Appeal, 

meat of the Lord Chancellor held that the broker had duly 

in May v. Angeli (1898), 14 carried out his mandate. 

T. L. E. 551, a case of a pool- ^ See Bell v. PlvmUy 

ing syndicate, where on the (1900), 16 T. L. E. 393. 
facts the House of Lords, 
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Committee. He is also compelled to undertake all 
the duties requisite for the entire completion of the 
transaction on the part both of buyer and seller. 
This involves a number of entries in books, and 
occupies time and requires careful attention to all 
details from experienced clerks. It may safely be 
said that, without the compensation of a second 
commission or some other special inducement, no 
broker would deal direct with a second principal if 
able to deal with a member. The question of dis- 
closure in such oases presents practical difBculties. 
In his own interest a broker would doubtless prefer 
to disclose when his principals are sufficiently 
acquainted with the method of business to under- 
stand the point, but otherwise it would probably only 
give rise to suspicion and useless correspondence. 

There is a way out of this dilemma which is often 
resorted to, viz., to pass the business through the 
books of a jobber, selling to him and buying of him 
at the same time and allowing him a " turn." This 
course is sometimes necessary in order that a fair 
market price may be fixed by the jobber; it also 
enables the transaction to be officially " marked," 
and gives both baying and selling principals the 
advantages of coming under the rules of the Stock 
Exchange. When the transaction is in securities 
of the " current " class, it may be held that the 
advantages enumerated, viz., the fixing of a fair 
market price, the official "marking," and the avoid- 
ing of risk through dealing with a member, also the 
obtaining of rights under the Stock Exchange rules, 
compensate the principals for the cost of the jobber's 
"turn." But in the case of "non-current" securities 
in which dealings are infrequent, there is often no 
such thing as a market price, and no jobber could 
be found who could honestly fix one. The method 
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is then open to the serious objection of having the 
appearance of a subterfuge. 

If a broker should desire to take to himself the Broker 
bargain which his principal has instructed him to ^"frm'^g' 
execute, he must of course make full disclosure and i™8th. 
deal fairly at arm's length.^ If he makes this dis- 
closure, the relation of principal and agent between 
them is determined so far as that transaction is con- 
cerned. If he do not, he cannot truly say that by 
deaUng with himself he has carried out the instruc- 
tions of his principal, and the delivery of a contract 
note would therefore be an untrue representation 
upon which the principal could recover the money 
paid to the broker.^ The principal has, moreover, 
the right to choose whether he will adopt the bargain 
and claim for himself any benefit that the broker 
may have made out of it, or whether he will repudiate 
the transaction altogether and claim the return of 
his money.' The rule is the same, although it be 
made to appear that no advantage has been gained, 
or intended to be gained, by the broker.* Any Custom to 
special custom inconsistent with this principle is unreason- 
unreasonable. Thus, in Hamilton v. young,° it was 
held that a custom whereby a broker, authorised to 
sell shares to repay himself advances, might take 
over the shares himself at the price of the day 
in the event of his being unable to find a purchaser 

1 See Shelton v. Wood v.-SAort (1847), 6 Hare, 366. 
(1895), 71 L. T. 616. * Zowt her v. Zoivther {1806), 

a Wilson v. S7i,oH (1847), 13 Ves. 95, 102 ; Bentley v. 

6 Hare, 366 ; I^ss parte Dyster Craven [supra) ; Rothschild, 

(1816), 2 Eose, 349 ; iJoJwora y. Brooliman {supra) ; Oliver 

V. Mollett (1874), L. E. 7 v. Court (1820), Dan. 301. 
H. L. 802. 5 (1881), 7 L. E. Ir. 289. 

3 Bothschild V. Broohman See also JRothsehild v. Brook- 

(1831), 5Bli. N. S. 165,H. L. ; man (supra) ; Be Bussahe \. 

Bentley v. Craven (1853), 18 Alt (1877), 8 Ch. D. 286, 

Beav 75 ; Burton v. Woohey C. A. ; Bohvnson v. Mollett 

(1822), 6 Madd. 367 ; Wilson (1874), L. R. 7 H. L. 802. 
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at an adequate price, was unreasonable, and that no 
such transaction was binding on the principal unless 
he had notice of the custom at the time when he 
employed the broker, even if it were proved that a 
forced sale of the shares would certainly have 
realised a lower price. 
Brookmanv. A transaction of this nature was set aside in the 
celebrated case of Brookman v. Eothschild.' The 
plaintiff wrote to the defendant for advice respecting 
some investments, and the defendant advised him 
to sell certain French rentes, and to' buy Prussian 
bonds. Further correspondence ensued, and in the 
result, according to the view taken by the Courts, 
the defendant became the plaintiff's agent to carry 
out these suggestions; and, therefore, practically 
the relationship between them was the same as that 
between principal and broker. The defendant being 
a very large dealer in French rentes caused them to 
be sold to himself, without the plaintiff's knowledge, 
but at the market price ; and further, being the con- 
tractor for the Prussian loan, and having a large 
number of these bonds in his hands, he sold them 
himself at the market price of the day to the plaintiff, 
but transmitted accounts to him in which it did not 
appear that he had not bought the bonds from third 
persons. No particular bonds were appropriated to 
the plaintiff, it being part of the agreement that 
the bonds were to be deposited with the defendant 
as security for the purchase-money. Many more 
deaUngs of the same nature took place, and ultimately 
a large balance was paid by plaintiff to defendant. 
Four years afterwards the plaintiff discovered that 
his French rentes had been purchased by the defen- 
dant, and that no Prussian bonds had ever been 

• (1831), 3 Sim. 153, and 5 Bli. N. S. 165. 
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specifically appropriated to him ; he therefore filed 
his bill, and succeeded in obtaining a decree that all 
the transactions be set aside, and an account taken. 
This was affirmed on appeal to the House of Lords.^ 

So in Gillett v. Peppercorne,^ where a principal 
instructed his brokers to purchase some canal 
shares, and they bought them from a person who, 
though ostensibly owner, was only a trustee for the 
brokers, the sale was set aside with costs after an 
interval of many years. 

In all such cases the agent is bound to disclose 
the exact nature of his interest, if any, in the trans- 
action ; it is not enough merely to disclose that 
he has an interest, so as to put the principal upon 
inquiry. The burden of proving that a full dis- 
closure has been made lies on the agent, and is not 
discharged by his merely swearing that it was made, 
if his evidence is contradicted by the principal and 
not corroborated.' 

If an action for fraud be commenced against a 
broker to set aside any such irregular transaction, 
or claiming an account, the defendant may be com- 
pelled by interrogatories to set out all the particulars 
of his dealings on the plaintiffs behalf, with names, 
dates, &c., so as to enable the plaintiff to give the 
details required by the rules of pleading.^ 

It is difficult to lay down a general principle on Damages, 
which to assess damages in such cases, for each 
must to some extent depend upon its own circum- 
stances. In general, if a buyer has been defrauded 



* See also Skelion v. Wood as to secret profits, post, p. 

(1895), 71 L. T. 616 ; Ximber 62. 

V. Sarier (1872), L. E. 8 Ch. ^ Leitoh v. AUott (1886), 

56. 31 Ch. D. 376, C. A. See also 

2 (1840), 3 Beav. 78. Sachs v. Speilman (1889), 37 

3 Dunne v. English (1874), Ch. D. 295. 
L. E. 18 Eq. 524. See, also, 
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and is in a condition to return the thing bought, he 
is entitled to do so on discovery of the fraud, and to 
receive back the price. Similarly, if the seller of 
securities has been defrauded, he may do all that is 
reasonable to replace the security sold, and claim 
to be indemnified. But where there has been a 
subsequent depreciation in value, or where a buyer, 
as in the case of Waddell v. Blookey,^ has parted 
with the securities at a loss before discovering the 
fraud, the question becomes more difficult. In the 
case cited, the defendant, a broker, had sold rupee 
paper of his own to the plaintiff in pretended exe- 
cution of the plaintiff's orders to buy, and the 
plaintiff had suffered heavy loss on a re-sale after 
a lapse of six months. Subsequently the nature of 
the transaction was discovered, and judgment was 
entered for the plaintiff for the full amount of his 
loss. On appeal it was held that this loss, not 
being due simply to the purchase by the plaintiff, 
but to the fiurther fact of his having elected to 
retain it after it began to fall in price, was not 
recoverable. On behalf of the defendant, it was 
argued that the true measure of damages was the 
difference between the price paid and the real value 
of the paper on the day of purchase ; but judgment 
was finally directed to be entered for the amount of 
loss which would have accrued if the paper had 
been resold at the time when the principal first 
discovered the fraud, including, of course, any 
commissions or incidental necessary expenses. 
Duration of How long the order given to the broker will remain 
in force must depend upon the circumstances in each 
case. Where a principal is in the habit of giving 
limits or discretionary orders to his broker, an 

1 (1S79), 4 Q. B. D. 678. 
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understanding is established between tbem as to the 
duration of such orders, and the broker knows 
whether to treat them as for the current account, or 
for the day, or for immediate execution only. Apart 
from any such clear understanding, if the principal 
neglects to specify how long his order is to be in 
force, it is considered to be given for the current 
account only, and subject to this the broker must 
exercise his discretion. 

In a recent case,' a broker was instructed by letter 
to sell shares at certain fixed prices, and to telegraph 
the principal when they were sold, the principal 
giving a telegraphic address for the following four 
weeks. On the following day the principal tele- 
graphed to the broker to sell at once, naming the 
same hmits. The then current account ended on 
September 25th, but the broker was unable to sell 
at the prices fixed untU September 27th. He then 
sold the shares, and they continued to rise in price. 
It was held, notwithstanding the letter giving an 
address for the succeeding four weeks, that the limits 
and authority to sell ceased at the end of the account 
on September 25th.^ His authority continues, how- 
ever, in the absence of any special understanding to 
the contrary, until settling day, unless counter- 
manded, but may, of course, be countermanded by 
the principal at any time before the broker has acted 
upon it so as to alter his position. 

We will suppose then that, while the order is in when prin- 
force, the broker enters the market and makes the 
bargain. He then becomes responsible to the dealer ; 
he enters the bargain in his own books, and his prin- 
cipal is, upon the foregoing authorities, bound to 

^ LawfordY. Harris {1896), (1869), L. E. 4 Ex. 81; 
12 T. L. R. 275. MaxUd v. Morris (1869), 21 

a See also J-l-iasted v. Faine L, T. 535, 
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indemnify him, and is no longer at liberty to counter- 
mand or withdraw. In the case of Massey v. Allen,* 
the question was discussed how far entries in brokers' 
books are admissible in evidence as between other 
parties after the death of the broker. The action 
was brought to' establish the plaintiff's right to an 
indemnfty from the defendant in respect of some 
shares which the plaintiff alleged had been bought 
for the defendant through his own brokers. The 
plaintiff tendered in evidence an entry in the day- 
book of the firm of brokers in the handwriting of 
a deceased partner, made by him in the ordinary 
course of business at the time of the purchase as a 
memorandum of the transaction. It was also proved 
that the defendant's ledger account was made up 
from the day-book. It was held that the day-book 
was not admissible either on the ground of being 
against the pecuniary interest of the person making 
it, because it might, according to the turn of the 
market, have been in his favour ; nor as made 
in the ordinary course of business, because it was 
not made in the performance of any duty. 

The principal, being thus bound, should be in- 
formed immediately of what has been done on his 
behalf ; for although the broker is in theory bound 
to the principal from the moment when he has made 
the bargain as his agent, yet practically, in the 
absence of an admission by the broker that it has 
been effected, the principal would in the majority 
of cases find it impossible to enforce his rights. If 
delay were allowed in thus communicating with the 
principal, an opportunity would be afforded to a 
dishonest broker to avail himself of the bargain made 
for his principal, and, if prices tended favourably, 



1 (1879), 13 Ch. D. 558. 
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to take to it himself, making a second bargain 
at a subsequent period, and treating the later 
one as made for his principal. If this were 
discovered by the principal, he could of course 
claim the profit made : but detection would rarely 
be possible. 

It was formerly not necessary that this informa- contract 
tion should be conveyed in writing, for a contract 
for the sale of Stock Exchange securities is not, 
generally speaking, within the Statute of Frauds ;^ 
but now, under the Stamp Act, 1891,'^ the broker 
must send a contract note to his principal (except 
where the principal is acting as broker or agent for 
a principal) under a penalty of 201. and disability to 
claim any charge for brokerage or commission, if he 
fails to do so. This note must not be confounded 
in its effect with the contract note drawn up in an 
ordinary transaction by a broker who is acting as 
agent for both parties, and where the contract is for 
goods, wares, or merchandise so as to require a 
memorandum in writing ; indeed, it is unfortunate 
that the term " broker " should have come to be 
applied at all to this kind of agency. The stock- 
broker acts as an agent for his principal only, and 
is obliged by the rules to deal with the jobber as 
though he were himself a principal ; so that the 
note is really nothing more than a letter of advice 
informing the principal of what has been done by 



^ JBumileY.MitBheU (1839'), meaning of the statute, and 

11 A. & B. 205. It has, how- that an oral contract for 

ever, been held that deben- their sale was consequently 

tures by which a company unenforceable : Driver v. 

owning leasehold property Broad, [1893] 1 Q. B. 744, 

chargS all its property, C. A. 

present and future, by way of ^ 54 & 55 Vict. c. 39, ss. 52 

floating security, constituted and 53. 
an interest in land within the 
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his agent.' It is a formal admission on which the 
principal may rely if he should require to enforce 
his claim against the broker.^ 

Name^of The note should specify the day for delivery and 

settlement. It may also specify the jobber with 
whom the bargain has been made, a practice which 
for obvious reasons, is desirable. In the first place, 
the mention of the name is a guarantee to the 
principal that his business has been done in a 
regular manner, and at the price named, and the 
principal can, if he chooses, insist on being told the 
name. If he suspects irregularity, the means of 
checking are thus placed within his reach. Again, 
in case the broker should default, it enables the 
principal, without delay and inquiry, to require the 
jobber to fulfil the contract. It has been very 
commonly supposed that the mention of the 
jobber's name is necessary to relieve the broker 
from responsibility for the due carrying out of the 
transaction ; but it has recently been decided that 
there is no custom or usage by which the broker is 
personally liable in the event of his not disclosing 
the jobber's name, and that in the absence of such 
a custom or usage no such liability is incurred 
without a special contract.^ 

stamp It is required by the Stamp Acts^ that every con- 

tract note for or relating to the sale or purchase of 
any stock or marketable security of the value of 51. 



1 See 54 & 55 Vict. o. 39, the duty of the broker to 

s, 52 (1). make disclosure if he has 

2 See Magee v. AtJiinson dealt with a non-member, 

(1837), 2 M. & W. 440. see ante, p. 51. 

3 mU V. Shepherd (1902), ■> 5i Sc 55 Vict. c. 39, a. 52, 

8 Com. Cas. 48. See also and sohed., as amended by 56 

Wildy T. Stephenson (1884), Vict. c. 7, s. 3. 
Cabat)6 & EUis, 3. As to 
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and under the value of lOOZ. shall bear a penny 
stamp, and -where the value of the security is 1001. 
or upwards a shilling stamp. Contract note is 
defined as meaning " the note sent by a broker or 
agent to his principal (except where such principal 
is acting as broker or agent for a principal) advising 
him of the sale or purchase of any stock or market- 
able security " ; and " where a note advises the sale or 
purchase of more than one description of stock or 
marketable security, the note shall be deemed to be 
as many contract notes as there are descriptions of 
stock or security sold or purchased." The advice 
note of a continuation must therefore bear a stamp 
duty of two shillings, being a note of two bargains, 
one for sale and one for purchase. The amount of this 
duty may, under the Act, be added to the charge 
for brokerage or agency. The contract stamp is 
adhesive, and must be cancelled by the person by 
whom the note is executed. The penalty for 
omitting to send a contract note, or for sending one 
not duly stamped, is 201. ; and further, the broker 
has no legal claim to any charge for brokerage or 
commission unless he sends a contract note duly 
stamped ;' nor would an unstamped note be admis- 
sible in evidence in any court of civil judicature. 

The broker's charge for commission is also inserted commia- 
in the contract note. In most of the local Stock 
Exchanges the amount of broker's commission is 
regulated by a fixed tariff, but in London the charge 
varies slightly among different brokers, the Com- 
mittee considering that all such charges should be 
left as matter for arrangement between them and 
their principals. It is usually ^th per cent, on 

1 54 & 55 Vict. c. 39, s. 53 quence of the decision in 
(3), as amended by 61 & 62 Learoyd v. Bracken, [1894] 
Vict. c. 46, s. 7 (1), in conse- 1 Q. B. 114, 0. A. 
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British and foreign funds ; J per cent, on American 
and colonial securities ; on railway and other regis- 
tered stocks i per cent, on the consideration money ; 
while on shares the charge is usually on a scale from 
one shilling or less per share on shares under 51., up 
to five shillings per share on shares worth 501., and on 
shares above 501. the same as on stock, viz., ^ per 
cent, on the consideration money. The commission 
is earned and payable so soon as the broker has 
carried out the transaction according to the instruc- 
tions of his principal, although the bargain should, 
owing to any circumstances independent of him, fail 
to be completed by the principal or other parties.' 
Secret The contract note should in all cases show 

exactly what is the bargain which has been made 
by the broker on the principal's behalf, and what 
are his own charges. Where outside brokers, 
besides charging commission in their contract 
notes, added a small percentage to the prices at 
which they had really contracted, it was held that 
the principal was entitled to repudiate the trans- 
actions altogether, and was not bound to indemnify 
the brokers againsb losses, even subject to an 
allowance for the overcharges, because the brokers 
were unable to show that they had in fact made 
the contracts in respect of which indemnity was 
claimed.2 So, where a broker, being instructed to 
buy shares at a certain limit, bought at a lower 
price; and charged at the limit, it was held that he 
was not entitled to recover differences at all, on 

1 Webb V. Bhodes (1837), 3 « Stange v. Zowitz (1898), 

Bing. N. C. 732; Moir v. 14T. L. E.498, C. A. ; i\'i!cM- 

Marten (1891), 7 T. L. E. son. r. Mansfield (1901), 17 

330, C. A. ; Green v. Luoas T. L. R. 259. See, however, 

(1876), 33 L. T. 584, 0. A. ; Sippisley v. Knee, [1905] 1 

Fisher V. DreweU (1879), 48 K. B. 1. 
L. J. Ex. 32, C. A. 
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the ground that he had dealt -with the shares as 
his own, and the loss was therefore his own, 
and not that of his principal.' 

The principal is, on the principles of common when pay- 
law applicable to all such agencies, bound to hand Som "^"^ 
to the broker any money that may be required to P"ioipai. 
keep him in funds to meet the payments on the 
Stock Exchange for which the broker has, by the 
rules, rendered himself personally hable.'' But if, 
owing to want of confidence, any difficulty should 
arise, it may be met by the principal handing to the 
broker a conditional order on his bankers to pay the 
amount on receipt of the securities. This is a diffi- 
culty sometimes felt by trustees, who may, by a 
sHght departure from the usual course of business, 
expose themselves to the risk of personal liabHity 
for the consequences. It has, however, been 
held by the House of Lords' that a trustee, in 
buying Stock Exchange securities on behalf of his 
cestui que trust, is justified in employing a com- 
petent broker and in paying the purchase-money to 
him without further security. 

If money is entrusted by the principal into the Money 

iTj.!.!! J' i J. !_ J entrusted to 

hands of his broker lor investment or to pay for broker, 
securities bought, or if a broker receives money 
in payment for securities sold, the relationship 
created between them is not merely that of creditor 
and debtor, and must not be treated as analogous to 
that between a banker and his customer, but the 
money is considered as having been entrusted by the 
principal to his agent, or received by the agent, as 
the case may be, in a fiduciary character to be 

1 Thompsony. Meade (1891), (1887), 3 T. L. E. 808, 0. A., 

7 T. L. E. 698. ' Speight v. ffaunt (1883), 

' Stock and Share Auction 9 App. Cas. 1, H. L. 
and Advance Co. v. Oalmoye 
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applied in a particular way; consequently, if the 
broker defaults with such money in his hands, the 
principal is entitled to follow the money, and, so 
far as it can be traced, to claim it, or to claim any 
property which can be shown to have been pur- 
chased with it, in preference to the general body of 
creditors.' This principle does not, however, apply 
to moneys received by a broker in respect of dif- 
ferences on a speculative account, the relationship 
between him and his principal in such a case being 
that of debtor and creditor, not that of trustee and 
cestui que trust.^ 
Delay in In the case of Metcher v. Marshall' a principal 

had lodged money in the hands of his broker to pro- 
cure certain shares ; the broker immediately made a 
bargain for the purchase on the Manchester Stock 
Exchange, in accordance with his instructions, and 
forwarded a bought note to the principal ; but nine 
days after the next settling day (and twenty-four 
days after the order was given), when the principal 
demanded his shares, he was informed that although 
scrip had been issued, none had yet been forwarded 
to the Exchange, so that they were unable to obtain 
delivery of it. The principal accordingly demanded 
the return of his money, and it was held that he had 
unquestionably a right to countermand the applica- 
tion of his money which was stiLl in the broker's 
hands, the original contract being at an end on the 



' Hx parte Coolie, In re Ex parte SrooJie, In re Sam- 

Straekan (1876), 4 Ch. D. mond (1869), 20 L. T. 547 ; 

123, 0. A. ; Hanoooli ^. Smith Harris t. Truman (1882) 9 

(1889), 41 Ch. D. 456, C. A. ; Q. B. D. 264, C. A. ; In re 

In re 3allett's Estate, Knatoh- Wreford, Oarmichaelv. Rud- 

iiill V. Sallett (1880), 13 Ch. kin (1897), 13 T. L. R. 153. 

D. 696, 0. A. ; Inre Stenning, ^ Mng y. Sutton, [19001 2 

[1895] 2 Ch. 433 ; Taylor v. Q. B. 504, C. A. 

Plumer (1815), 3 M. & S. 562 ; ^ (1846), 15 M. & W. 755. 
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failure to deliver scrip vvithin a reasonable time. In 
this case the bought note did not specify any day 
for delivery, but the jury found that a reasonable 
time had elapsed for that purpose, proceeding no 
doubt upon the ground that the settling day was 
the proper day for delivery, and the Court con- 
sidered, perhaps on hardly sufficient grounds, that 
delivery on that day was an essential part of the 
contract. 

A few months after the decision in Fletcher v. 
Marshall, an attempt was made by a principal to 
repudiate a similar contract made on the Liverpool 
Stock Exchange, and to demand back his purchase- 
money from the broker on account of non-delivery 
of scrip on the day specified in the bought note. 
The cause of the delay was that the scrip had been 
caUed in by the directors of the company in the 
interval between the purchase and the day fixed 
for dehvery for the purpose of registration and of 
reissuing sealed certificates in Ueu thereof. This 
being a circumstance over which neither party had 
any control, the case was decided in the broker's 
favour, and the bought note was interpreted to be a 
contract for delivery of scrip on the day fixed, if not 
then called in, otherwise of share certificates as 
soon as they should be issued.' 

In Benjamin v. Barnett^ a broker, instructed to 
buy 70 shares in a new company, bought them 
for the special settlement. The special settling day 
was fixed for April 7th, and according to the rules 
the seller had ten days from this date for delivery. 
Owing to difficulties connected with the transfer 
the broker received only 20 of the shares from 



I M'Ewen v. Woods (1847), ^ (1903), 19 T. L. JR. 564. 

11 Q. B. 13. 

S.E. 5 
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the jobber on April 18th, which he tendered to his 
principal on April 28th. The principal refused to 
take delivery, on the ground that his instructions 
were to buy 70 shares, and also because the 
dehvery was out of time. By a resolution of the 
Committee the broker was ordered to pay for the 
remaining 50 shares when they should be de- 
livered, and he accordingly paid for them on delivery 
on May 4th. It was held by Kennedy, J., that the 
amount paid for the 20 shares was a liability 
properly incurred, in respect of which the broker 
was entitled to indemnity, because they were 
deUvered in time according to the rules ; but that 
the resolution of the Committee with respect to the 
other 60 shares was not binding on the principal, 
who was therefore under no obligation to indemnify 
the broker in respect of theni. So, in the Union 
Corporation v. Charrington,^ it was held that though 
Eule 19 contemplates that the Committee may dis- 
pense with the strict enforcement of the rules and 
suspend the buying in of any security ,2 they had no 
jurisdiction to resolve " that when the buying-in of 
any security is suspended by order of the Com- 
mittee, the clause in the rules relating to the release 
of intermediaries shall remain inoperative until such 
suspension is removed," ^ because the effect of such 
a resolution was to alter the contract entirely by 
placing on the buyer of shares the obligation of 
waiting for an unlimited time for delivery, and 
giving the seller the right to tender them when he 
pleased. The Committee have no jurisdiction to 
alter the contract made by the parties. A de- 
livery three months after the date of the contract 

1 (1902), 8 Com. Cas. 99. able whether this rule would 

' See now, however, the be held to be reasonable . 
new Rule 73a. It is question- 
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was accordingly held invalid, notwithstanding the 
resolution. 

The death of a principal is, of course, a deter- Death of 
mination of the authority of the broker to act for p™"'!" • 
him.^ Should a principal, by reason of death or 
other incapacity, become unable to receive and pay 
for or deliver the securities which he has ordered 
to be bought or sold, and no one be authorised to 
deal with them on his behalf, the broker may 
proceed at the earliest practicable moment to close 
the account and claim for the differences against 
the estate of the principal. Where a broker, on 
the death of a principal with whom he had a con- 
tinuation account, tried to obtain instructions from 
the representatives of the principal, and on failing 
to do so continued the account beyond the follow- 
ing setthng day instead of closing it, and ultimately 
closed it at a loss, it was held that he was not 
entitled to claim such loss against the estate, and 
that the representatives had the right to consider 
the account closed by the carrying-over sale in 
respect of the first settlement after the principal's 
death,2 though of course they might have ratified 
the further continuation if they had thought fit.^ 

In case of the insolvency of the principal, that insolvency 
is to say, if the principal shows such inabiUty to ° p"°"p* 
pay his debts in the ordinary course of business 
that it becomes manifest that the broker could not 
depend on him for protection against any loss that 
might occur on the account, the broker is justified 
in closing the account,* although the practical 



» Phillips T. Jo-nes (1888), 12 M. & W. 226. 
4 T. L. R. 401. ■• Lacey v. Hill, Crowley'' t 

2 In re Overweg, Saas v. claim (1870), L. R. 18 Bq. 

Dv/rant, [1900] 1 Ch. 209. 182 ; Scrimgeom's claim. 

» Foster v. Bates (1843), (1870), L. E, 8 Ch. 921. 

5—2 
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difficulty of proving such a justification in a court 
of law would generally deter a broker from availing 
himself of this custom without instructions from his 
principal. But where a principal fails to make 
provision when called upon to indemnify his broker 
against the payment of money actually due for 
differences or otherwise, then the custom is fre- 
quently acted upon and has recently received 
judicial sanction." Thus, all contracts for carrying 
over entered into on the first day of the account 
are subject to the payment on pay day of all 
differences due ; that is to say, if the broker sends 
in his claim for differences to his principal and it is 
not satisfied on the pay day, the broker may close 
all transactions open with the principal. 

Closing part But the broker is not justified in such a case in 
closing some of the transactions and leaving others 
open, in his discretion, because by doing so he 
would in effect be speculating on his own account.'' 
It has, however, been held that where a broker 
informed his principal that he would be unable to 
carry over his transactions, and the principal com- 
mitted an anticipatory breach of contract by saying 
that he could not find the money to take up the 
securities, the broker was justified in carrying over 
such of the transactions as he was able to and 
closing the remainder.' 

Selling and The question has recently been raised whether, 
when a broker sells securities to close a principal's 
account, he is justified in repurchasing them at the 
same price on his own account as part of the same 



1 Davis V. Howard (1890), " Samuel v. Bowe (1892), 8 

24 Q. B. D. 691 ; Bruce T. L. R. 488. 

V. Ijevy (1891), 7 T. L. R. ' Oullum v. Sodges (1901), 

259 ; Forgetx. Baxter, [1900] 18 T. L. R. 6, C. A. " 
A. C. 467, P. C. 
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transaction. It has been held by the Court of 
Appeal that, provided a fair price is fixed, and the 
securities are sold and rebought at a reasonable 
time, there is nothing improper in the transaction, 
and that the principal is liable to indemnify the 
broker against loss on the sale.^ If, however, it can 
be shown in such a case that, by reason of the sale 
and repurchase being effected as part of the same 
transaction, the broker was able to buy at a lower 
price than he could have done if he had purchased 
the securities in the market in the ordinary way, he 
is accountable to the principal for the profit thus 
obtained, in accordance with the general rule that 
an agent must account for all profits and benefits 
acquired in the course or by m.eans of his agency 
without the principal's consent.^ 

"Where a principal is known to be in default to 
any member of the House, other members are for- 
bidden by the rules to transact business for him until 
he has made a satisfactory arrangement with his 
creditors. 

Should the broker close an account under circum- wrongful 
stances which do not justify such a step, the principal account? 
may either accept the prices, or treat the closing 
as a nulhty, and give instructions to close when the 
market is more favourable, claiming the difference 
in price as damages ; or he may, without giving any 
further instructions, sue for damages for the wrong- 
fid sale. In Michael v. Hart' the defendants 
(brokers) having agreed vnth their principal to carry 



1 Maoomi v. M-sUne, [1901] = [1902] 1 K. B. 482, C. A. 

2 K. B. 493, C. A.; Walter And see Mlis-v. Fond, [1898} 

T. Xing (1897), 13 T. L. K. 1 Q. B. 426, C. A. ; Murray v. 

270, C. A. SewiU (1886), 2 T. L. R. 

» ErsUne v. Sachs, [1901] 872. 
a K. B. 604, C. A, 
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caused by 
fault of 
broker. 



over shares to the end of May settlement, and made 
arrangements with jobbers accordingly, closed the 
account by selling the shares without instructions 
before the settling day. The principal thereupon 
gave them notice that he should insist on completion 
on settling day. At the time when the account was 
closed the prices were f alUng, but they subsequently 
rose again, and at the time of the settlement were 
higher than the prices at which the shares were sold, 
having been still higher in the meantime. In an 
action by the principal for damages, it was contended 
by the defendants that the damages ought to be 
assessed with reference to the prices at the time 
when the account was closed, and that they should 
be merely nominal. The Court of Appeal decided 
against this view, and held that the principal was 
entitled to insist, as he had done, on performance at 
the end of May settlement, and to measure the 
damages with reference to the prices at that date. 
Whether the plaintiff could have claimed to have the 
shares valued at the highest prices touched between 
the closing of the account and the date of the settle- 
ment was not decided, the case being settled by a 
compromise on the Court intimating that it was 
against the defendants on the main point. 

Where an account is closed, and loss incurred, by 
the fault of the broker, and not by reason of his 
having entered into the contracts which he was autho- 
rised to enter into by his principal, there is no implied 
promise to indemnify. An illustration of this principle 
is to be found in the case of Bowlbyv. BeH,i where a 
broker had been instructed to sell shares in a railway 
company which had been allotted to his principal, but 
the certificates for which were at the office of the 



(1846), 3 C. B. 284. 
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company for registration pursuant to their Act of in- 
corporation. In consequence of delay at the office the 
principal was unable to deliver on the day fixed. It 
was understood between all the parties to the trans- 
action that the shares were in for registration at the 
time, so that the contract could only be taken to be 
for registered shares, for the transfer of which a deed 
was required by the Act of incorporation of the com- 
pany. On non-deUvery of the shares by the principal, 
they were bought in against the broker, who paid over 
the difference to the purchaser, notwithstanding a 
caution from his principal not to do so. It was held 
that this was a payment in his own wrong for which 
the broker could not recover, for he could not have 
been legally compelled by the purchaser to pay any- 
thing, inasmuch as no transfer deed had been tendered 
to him by the purchaser; this tender being held 
under the old rule at law to be a condition precedent 
to a right of action against the seUer for non-delivery. 
Here the sale had taken place on the Hull Stock 
Exchange, and the case is cited, not as an authority 
upon the question (which will be dealt with hereafter) 
of the tender of a transfer deed, but merely as an 
illustration of the principle above stated.i 

So, where a broker who had bought stock, sold it 
at a loss without the principal's authority before 
settHng day, it was held by the Court of Appeal 
(Eigby, L.J., dissenting) that no action was main- 
tainable for indemnity, although the price on settling 
day was lower than that at which the stock was 
bought, the loss having been incurred, not by reason 
of any breach of contract by the principal, but in 
consequence of the wrongful sale by the broker. 

^ Bee aiso Howard Y. TucJier ance Co. (1874), L. E. 2 
(1831), 1 B. & Ad. 712 ; Q. B. 418, and cases cited 
Fisher T. Liverpool Insur- ante, pp. 42-45, 64-66. 
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Eigby, L.J., thought that the broker was entitled 
to indemnity based on his being credited with the 
price at which he bought the stock, and charged by 
way of damages for the wrongful sale.^ 
of brSr°^ Again, in the case of Duncan v. Hill," a firm of 
brokers had been instructed to buy certain shares, 
but were directed by their principal to carry them 
over to the next account day. This was done, a 
statement of account was furnished, and the 
difference ultimately paid by the principal. The 
firm were declared defaulters three days after the 
carrying over, and all their transactions were 
peremptorily closed in accordance with the rules of 
the Stock Exchange, their accounts being made up 
by the official assignees at the current prices of the 
day without communication with the principal. 
Prices in the meanwhile were going against him, so 
that on the closing of the brokers' accounts a further 
sum appeared to be due from him, which would 
have been considerably increased had the trans- 
action not been closed untO. the following account 
day. On action brought by the brokers on behalf 
of their creditors the Court of Exchequer held the 
principal liable to pay this further sum, on the 
ground that he had impliedly promised to complete 
the contract in accordance with the rules of the 
Stock Exchange, in all its incidents and with all its 
consequences, among which is the condition of 
immediate payment on default of the broker. On 
appeal, however, the Exchequer Chamber reversed 
the decision, and treated the question as one of 
indemnity, holding the principal not liable to 
indemnify the firm against a loss, which was 



1 Mlis V. Pond, 1 18981 : = (1873), L. R. 8 Ex. 242. 

Q. B. 426, C. A. 
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practically brought on by their want of means to 
liieet their other primary obligations and not by 
reason of their having acted as his agents.^ 

But if in such a case the principal, on being informed 
that he may either have the contract completed by the 
jobber or may consider it closed at the official price 
at the time of the broker's default, elects the latter 
alternative, he is bound, having ratified the closing, 
to indemnify the broker against the loss.3 And 
where a broker, who has incurred liabilities on his 
principal's behalf, is declared a defaulter, and pays a 
composition on his debts including such liabilities, 
the principal is bound to indemnify him to the full 
extent of the liabilities, and not merely in respect of 
the amount actually paid, although the defaulter 
cannot be sued for the balance of his debts without 
the consent of the Committee." 

If a broker is declared a defaulter his principal can changing 
at once go to the dealers with whom his contracts insolvency. 
have been effected, and claim to complete with 
them on the due date. It is, however, customary 
for convenience for the principal to employ another 
broker to do this for him ; the jobbers being then 
bound to keep the account open precisely in the 
same manner as if the contract had been made 
originally in its substituted form. 

When the account arrives it becomes the duty of Settlement. 
the broker to use due diligence to secure the delivery 
of any security which he has bought for his principal, 
and to collect payment for securities sold. He may 
be made personally responsible for any damage 
accruing to his principal in consequence of any 

1 See also Allen v. Win- 22 Q. B. D. 254. 

grove (1901), 17 T. L. E. 261, ^ Lacey v. Hill, Crowley'g 

C. A. claim (1870), L. E. 18 Eq. 

a HaHai v. Riblom (1889), 182. 
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negligence in this respect ; if, for instance, he allows 
such time to elapse without enforcing completion 
as to release all intermediaries, and the principal 
suffers through default of the ultimate contracting 
party. But it does not necessarily follow that every 
delay in enforcing completion amounts to negligence. 
It may, in the discretion of the broker, be more to 
the interest of his principal, with reference to 
possible future dealings, to grant some indulgence, 
than to be unreasonably strict in enforcing the 
penalties for delay, especially in dealings in non- 
current securities. A broker who has sold securities 
which are' in the possession of the principal's banker 
is under no obligation to pay the banker the pur- 
chase-money against delivery of the securities, or to 
ask the jobber to whom he has sold them to make 
payment direct to the banker. He is only bound to 
carry the transaction through according to the rules 
and the regular course of business.^ 
Inquiry as to It Seems to have been assumed by the Courts of 
transferee^." law, in Several cases arising out of the sale of shares 
in unlimited companies, or otherwise carrying 
liability, that it is the duty of the seller's broker to 
inquire into the suflSciency of the ultimate buyer, 
and his ability to indemnify the seller against future 
calls. This is, however, practically not the case, 
and probably no broker would undertake a respon- 
sibility of this nature, which might involve the 
most troublesome inquiries, — such, for example, as 
a search for the certificate of baptism of the 
transferee, to discover whether he is an infant.^ 
Registration Nor can the broker be made responsible to his 

of transfer. 

1 SawMiis -v. Pearse {190S), for both buyer and seller, see 
9 Com. Cas. 87. Queensland Investment Co. v. 

2 As to the broker's liability 0' Connell (1896), 12 T. L. R. 
in this respect where he acts 502. 
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principal for the non-registration of the transfer 
of any shares which he has been instructed to buy. 
His duty is to pay the purchase-money to the seller 
on receipt of the documents of title, and all that 
he can then do is to obtain the signature of his 
principal, and to send in the instrument of transfer 
to the office of the company. If it should after- 
wards turn out that the transfer cannot for any 
reason be completed by registration, in some cases 
an action might accrue to the buyer, if he was not 
in fault himself, to recover back his money ; but 
this action could not be against the broker, who has 
paid the money over in accordance with the practice 
of the Stock Exchange.' 

After the transaction is completed on the Stock After com- 
Exchange, and the money, or the securities, as the transaction 
case may be, are finally in the hands of the broker 
to be handed over to his principal, the rules and 
customs of the Stock Exchange cease to have any 
effect upon the relation of principal and broker, 
and the ordinary principles of law apply. The 
money is held by the broker, as we have seen, in 
a fiduciary character, and, if ear-marked, may be 
followed as trust money .^ In Pearson v. Scott ^ 
it was attempted on the part of a broker to set 
up a custom that brokers were only bound to recog- 
nise the persons actually employing and instructing 
them to sell or purchase securities, and to obey the 
directions of those persons only as to the mode of 
payment and as to the application and disposal of 
the proceeds of sale, and to treat such persons alone 
as their principals. It was held by Ery, J., that such 
a custom could not possibly be upheld as reasonable. 

1 See Taylor Y. Stray (1857), B. & B. 188. 
2 C. B. N.'S. 195, per Willes, « ^^te, p. 64. 

J. ; Stray v. Bmsell (1860), 1 » (1878), 9 Ch. D. 198. 
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Payment by The facts in that case were these : — Four executors 
in account, holding stock in their own names directed their 
solicitor to sell the stock. The solicitor, in the name 
of his firm, gave to a broker, whom the solicitor had 
employed in Stock Exchange speculations on his own 
account, directions to sell the stock. The stock was 
sold by the broker, and the transfer deeds forwarded 
by him to the solicitor, who returned them duly 
executed, with receipts for the purchase-money 
indorsed and signed by the four executors. The 
sale was completed, and the broker sent to the 
solicitor a cheque for part of the proceeds, and 
carried the balance on the transaction to the credit 
of the solicitor in the account between them, which 
account was afterwards settled by a payment made 
to the broker. It was held that, under the circum- 
stances, the broker must be taken to have had notice 
that the shares were not the property of the solicitor, 
and that, though the soUcitor had from the executors 
authority to receive the purchase-money, payment to 
him, by giving him credit in an account between 
them, was not sufficient to discharge the broker, 
who remained liable to the executors for the balance. 
Nor could the broker be entitled to assume that the 
solicitor gave the instructions in the character of 
equitable owner of the stock, without first having 
made some inquiry upon that point. In fact, a 
broker, who knows that he is paying an agent, 
must pay in such a manner as to facilitate the 
payment by the agent to his principal, that is 
to say, he must pay in cash, and not by a settle- 
ment of account between himself and the agent. 

So, an alleged custom that a London broker, who 
has sold shares on the instructions of a country 
broker, acting for an undisclosed principal, is 
entitled to set off the price of the shares against 
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a debt due to him from the country broker in respect 
of other Stock Exchange transactions is unreason- 
able, and is not binding on the principal unless it is 
proved that he had knowledge of the custom and 
agreed to be bound by it.i In Anderson v. Suther- 
land ^ the jury found that the custom was merely a 
practice as between brokers, and was not binding on 
persons outside the Stock Exchange. 

The securities when bought are not necessarily Delivery of 
identified as the particular stock or shares ordered principal. 
to be purchased, but remain the property of and in 
the disposition of the broker. It is not until the 
transaction is completed by payment by the principal 
and delivery of the securities that the particular 
stock or shares become the specific subject of the 
bargain, or the property of the principal. When 
payment has been received from the principal in 
advance, it becomes the duty of the broker to deliver 
the securities to his principal immediately he receives 
them, or, if this be, as it usually is, impracticable, he 
may set them aside with the name of the principal 
attached, and hold them at his disposal. 

A broker has a general lien on securities in his Broker's 
hands belonging to his principal for what may be 
due in respect of Stock Exchange transactions 
generally, and in the case of negotiable securities 
this lien is not affected by the rights of third persons, 
provided the broker takes them in good faith with- 
out notice of such rights.^ Where documents relating 

1 BlacMurn t. Mason v. Westacott, [1894] 1 Q. B. 

(1893), 68 L. T. 510, G. A. 272, C. A. ; Blmnberff v. Life 

See also Oroadey v. Magniao, IrderesU, S^e. Corporation, 

[1893] 1 Oh. 594; Sweeting [1897] 1 Oh. 171. 

Y. Pearce (1859), 7 G. B. N. S. ^ (1897), 13 T. L. R. 163 

449 ; Pearson v. Scott (1878), ^ Jones v. Pepperoorne 

9 Oh. D. 198. As to receiving (1858), Johns, 430. 
payment by cheque, see Pope 
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to shares were deposited with brokers as security 
for a specific advance, and were left in their hands 
after repayment of such advance, it was held that 
the documents were subject to their general lien for 
moneys becoming due from the principal in respect 
of Stock Exchange transactions subsequent to the 
repayment.^ If a principal neglects to pay for 
securities bought, the broker may, however, as we 
have seen, proceed to sell them and claim the 
difference, and this remedy is so much more 
effective than the lien, which is not actively 
enforceable, that it is usually resorted to in such 
cases. 
Detinue. Should the broker decUne to dehver up securities to 

his principal when rightly demanded an action would, 
of course, lie, and damages would be recoverable for 
the detention. In estimating these damages there 
may be taken into consideration any difference be- 
tween the values on the day when the demand was 
made and when the securities are given up ; that is 
to say, the plaintiff may recover, not imaginary 
profits which he might have desired to make, but 
any real profits which he can prove that he would 
have made by a re-sale if the defendant had not pre- 
vented him.^ But it has been held that damages 
would not be recoverable in respect of loss sustained 
in consequence of the detention having prevented 
the principal from paying up deposits which would 
have entitled him to an allotment of new shares, as 
this damage was too remote.' 
Wrongful If securities after once being appropriated to the 

w!tii™^ principal have been allowed to remain in the custody 

securities. 

1 In re London and Glole Co. (1887), 55 L. T. 689, 0. A. 

Finance Corporation, [1902] ^ Archery. WiUiams{Wi6), 

2 Ch. 416. 2 C. & K 26. 

* Williams v. Peel River 
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of the broker, or have been entrusted to him for sale 
or any other purpose, there can be no question as to 
the title of the principal upon the default or bank- 
ruptcy of the broker.i But great difBculties have 
arisen where the broker has vTrongfully pledged or 
transferred the securities to third parties for value, 
and the principal on discovering the fraud seeks to 
enforce his claim for the return of the securities 
against such third parties. Under these circum- 
stances the first question upon which the right of 
the principal to claim the securities so wrongfully 
transferred depends is the question of fact whether 
the transferee had actual notice of the infirmity of 
the broker's title to transfer. If the transferee had 
such notice the principal is entitled to the return of 
the securities, whether negotiable or not.' Assuming 
that the transferee or pledgee had no notice of any 
defect in title or want of authority on the part of 
the broker, but took the securities for value and in 
good faith, then, in the case of negotiable securities, 
the transferee or pledgee has a good title as against 
the principal. 3 Thus, where a broker fraudulently 
pledged with a banker, en bloc, negotiable securities 
belonging to various principals as security for an 
advance, it was held by the House of Lords that the 
banker, having acted in good faith, acquired a good 



1 See oases cited ante, p. v. Kymer (1830), 1 B. & Ad. 

64. 528 ; M'Combie v. Davids 

" Thomson v. Clydesdale (1805), 7 Bast, 6. 

Bank, [1893] A. C. 282, ^ ffoodwin v. Boharts 

H. L. ; Sheffield y. Zondon (1876), 1 A. C. 476, H. L. ; 

Joint Stock Bank (1888), 13 Rvmball v. Metropolitan 

A. 0. 333, H. L. ; Litt v. Bank (1877), 2 Q. B. D. 

Martindale (1856), 18 C. B. 194 ; Wookey v. Pole (1820), 

314 ; Muttyloll Seal v. Dent 4 B. & A. 1 ; Beckuanaland 

(1853), 8 Moo. P. C. 319 ; Exploration Co. v. London 

Solomons Y. Bank of England Trading Bank, [1898] 2 Q. 

(1810), 13 East, 135 ; Eoam B. 658. 
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title as against the principals to the extent of the 
advance, though he had made no inquiries whether 
the securities were the property of the broker or 
whether he had authority to pledge them.' The 
result is the same when the securities are not nego- 
tiable, provided the mortgagee or transferee has 
acquired the complete legal title, as, for instance, 
where shares are duly transferred and registered in 
the name of the transferee ^ ; but if he has only an 
equitable title, as in the case of a deposit of certifi- 
cates accompanied by a blank transfer of shares 
transferable only by deed, he has no better right to 
the securities as against the principal than the 
broker had the principal's authority to confer.^ 

It may perhaps be that it is no part of the regular 
business of a broker to retain securities of his prin- 
cipals for collection of coupons and so forth; yet this 
^ is so frequently done that the practice deserves some 
notice ; and the question of what degree of respon- 
sibility is, in the absence of special agreement or dis- 
claimer, thereby assumed by the broker is not free 
from dif&culty. It is clear that he is in any case 
liable to his principal for "gross negligence," as it 
has been generally called. And if a man gratuitously 
undertakes to do a thing to the best of his skill, 
when his situation or profession is such as to imply 



1 London Joint Stock Banh 
V.Simmons, i:i892] A. C. 201 ; 
compare Sheffield v. London 
Joint Stock Ban% (.supra). 
As to the surplus, where the 
securities are more than sufiS- 
cient to satisfy the banker's 
claim, see Mutton v. Peat, 
[1900] 2 Ch. 79, C. A. 

^ Bentiuok v. London Joint 
Stock Bank, [1893] 2 Ch. 
120 ; Marshall v. Ndtioital 



Pi'orincial Bank (1892), 61 
L. J. Ch. 465. 

3 Foas V. Martin (1895), 
64 L. J. Ch. 473 ; Colonial 
Bank V. Cody (1890), 15 
A. C. 267, H. L. ; Hutchison 
V. Colorado Mining Co. (1887), 
3 T. L. B. 265, C. A. ; France 
V. Olark (1884), 26 Ch. D. 
257, C. A. ; Moore v. NoHh- 
Western Bank, [18911 2 Ch 
599. 
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skill, an omission of that skill is imputable to bim as 
gross negligence.! Upon this ground it may be that 
an action would lie against a broker for neglect to 
cash the coupons of bonds held by him in safe 
custody, if any damage were caused thereby ; but for 
loss of bonds by reason of theft or ordinary negli- 
gence he would not be liable so long as the bailment 
is strictly gratuitous.^ Where some act is to be 
done, and is agreed to be done in connection with 
the deposit, he is bound to use such skill as he is 
shown to possess ; where the deposit is merely for 
safe custody he is bound to use that ordinary dili- 
gence which men of his position generally exercise 
about their own affairs.^ 

The responsibility of the broker is much larger BaUee^for 
when the deposit is not gratuitous. In this case, in 
the event of a loss of bonds, he would only escape 
liability by showing that it occurred through no 
want of ordinary care on his part ; while for damage 
resulting from negligence in collection of coupons 
and the Hke he would be clearly liable. No charge 
is usually made by brokers for custody of securi- 
ties, but a commission is sometimes charged for the 
trouble of collecting dividends. In the case of a 
deposit of securities with a bank this charge of com- 
mission is enough to constitute the bank a bailee for 
reward of the securities themselves, so as to render 
them liable for their loss by means of forgery by the 
manager of the bank. This was decided in John- 
ston's claim in the winding-up of the United Service 
Company,* who had been the claimant's bankers. 

1 Per Lord Loughborongli to interplead , where securities 
in Shiells v. BlacUurne deposited with him are claimed 
(1789), 1 H. Bl. 159. by a third person, see Rohm- 

2 Giblin v. McMullen son, v. Jenkins (1890), 6 T. 
(1869), L. fi. 2 P. C. 317. L. E. 158, C. A. 

' As to theright of abroker * (1870), L, E. 6 Oh. 212. 

S.E. 6 
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He had deposited with them some stock certificates 
of railway companies and other documents, some 
with coupons, some without. The company, in 
consideration of a very small commission, under- 
took his banking account, and were authorised to 
receive the dividends on the securities and to collect 
the coupons as and when they became due. The 
manager of the bank abstracted some of the certifi- 
cates, sold the stock, and forged the transfers. The 
possession of the abstracted certificates was not 
essential to the collection of the money which the 
bank was authorised to collect, yet it appeared to 
the Court that they came into the custody of the 
company in the ordinary course of their business as 
bankers, and that they were deposited with the 
bank by a customer of the bank under such circum- 
stances as would have entitled the bank to a lien 
upon them for their general banking account. These 
considerations were held sufficient to fix the bank 
with hability ; and upon similar considerations must 
depend the question of a broker's liability for negli- 
gence in the custody of securities. It must not, 
however, be assumed that where no charge is made 
the bailment is necessarily gratuitous. It might be 
argued that the securities remain in the custody 
of the broker under the original employment to 
purchase them, and in so far connected with that 
employment as to be covered by the original com- 
mission charged ; or again, that the mere collection 
of coupons is a sufficient advantage to the broker to 
constitute him a bailee for reward, even although 
the charge made be inadequate to remunerate him 
for trouble of collection, apart altogether from any 
indirect compensation for custody. 
Reference We have hitherto treated the relationship existing 

tecom^'"" between principal and broker from a legal point of 

mittee. 
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view. But a person, though not a member of the 
Stock Exchange, may, if he so desires, refer to the 
Committee any complaint against a member ; and if 
it is one which is fitting for their adjudication, it will 
be decided summarUy by them in the same manner 
as if both parties were members, and in accordance, 
therefore, with the principles described in the follow- 
ing chapter. On referring a complaint to the Com- 
mittee, a non-member will be required to sign the 
form of reference to the Committee set out in the 
Appendix under Eule 57. 
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We now pass to the consideration of the contract 
between the broker and the jobber. The Stock 
Exchange does not recognise in its dealings any 
parties other than its own members ; therefore, 
whatever be the instructions given to the broker by 
his principal, this bargain made with the jobber 
must be fulfilled according to the rules, regulations 
and usages of the Stock Exchange ; if any special 
arrangement has been made between the broker and 
his principal, or any additional liability incurred by 
the broker, the responsibility rests with him, since 
he cannot call upon the jobber to deal otherwise 
than according to those rules or usages. Nor would 
the question arise between broker and jobber as to 
whether any rule or usage was reasonable or not ; 
for the rules and usages are founded on the general 
convenience of all persons engaged in business on 
the Stock Exchange, and could not, therefore, as 
regards those persons, be said to be unreasonable.^ 
And every member on application to be admitted in 
the first instance, and annually on re-election, signs 
a request to be admitted " upon the terms of and 
subject in all respects to the Eules and Eegulations 
of the Stock Exchange which now are, or hereafter 
may be, in force." 



1 GriBsell v. Bnstowe (1868), L. B. 4 0. P. 36, Ex. Ch. 
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Moreover, it is a rule of the Exchange that no Legal pro- 
member may attempt to enforce by law any claim membf/s!'^ 
arising out of Stock Exchange transactions against 
a member or defaulter, or against the principal of 
a member or defaulter, without the consent of such 
member, of the creditors of the defaulter, or of the 
Committee. A member can of course have resort 
to the law if he chooses, in defiance of this rule ; 
but as this would render him liable to expulsion 
from the House, it very rarely, if ever, happens; 
nor is it likely that the Committee would, unless 
for the sake of testing the law, or, perhaps, under 
altogether exceptional circumstances, consent to 
refer to the decision of the Courts any dispute 
arising out of transactions with which they are 
themselves so peculiarly competent to deal. We 
must, therefore, in considering the relationship 
which arises between broker and jobber, be guided 
solely by the rules and regulations adopted by the 
Committee for General Purposes and by the usages 
of the Stock Exchange. 

The parties are of course bound from the moment SettiemBnt 
the contract is made, and, as we have seen, the 
bargain is checked on the following day. Any dis- 
agreement would then be discovered, and would, if 
necessary, have to be referred to arbitration ; if 
arbitrators cannot be found, or are unable to agree, 
the matter would then be finally referred to the 
Committee for their decision. The Committee do 
not entertain any application which has for its 
object to annul any bargain in the Stock Exchange, 
unless upon a specific allegation of fraud or wilful 
mi srepresentation . 

There are also certain dealings which they refuse Dealings in 

T ,. . .. -,. . prospective 

to recognise, such as deahngs m prospective divi- dividenda. 
dends on shares or stock of railway or other 
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companies, although, if contracts of this nature 
should be made, there is nothing in the Gaming 
Acts before alluded to, or in the principles of 
common law, to render them void or voidable.^ 

Claims arising from bargains effected in English, 
India or Colonial Government inscribed stocks for 
a future account more than eight days previously 
to the close of the pending account, or in the case 
of securities to bearer or securities deliverable by 
deed of transfer, for a period beyond the ensuing 
two accounts, are not allowed to rank against a 
defaulter's estate untU all other creditors have been 
paid in full. 

All contracts on the Stock Exchange are made 
subject to an implied reservation of the right of 
rescission, if the contractee fails to complete ; that 
is to say, the party who is ready and willing to 
complete may in such oases treat the original con- 
tract as rescinded, effect elsewhere a similar bargain 
at the market price, and claim against his original 
contractee for any loss incurred. This is in accord- 
ance with the ordinary rule of law, so far at least 
as it relates to the remedy of the buyer ; but on the 
Stock Exchange there are certain regulations as to 
the period at which a member may be treated as 
having failed to complete his bargain, and as to the 
method of ascertaining and claiming the amount of 
loss incurred, which must be strictly followed where 
it is sought to enforce the remedy. 

If loss has been incurred, it will be in every case 
the difference between the contract price and the 
price at which the security is bought in or sold out, 
as the case may be, against the member who has 
failed to complete his contract.^ The member 



GiUm (1875), 
33 L. T. 561, C. A. 



a SeePott-7.Flather(m7), 
16 L. J. Q. B. 366, where the 
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wishing to enforce completion of a contract notifies 
its non-completion to one or other of the of&cials of 
the buying-in and selling-out department appointed 
by the Committee, and gives him instructions to 
effect the buying in or selling out, as the case may 
be. This is carried out by auction publicly in the Auction. 
House. The duty of the buying-in official is to follow 
as closely as possible the instructions of the member 
from whom he receives his order. In cases where 
he is not specifically instructed as to the extent to 
which to bid up beyond the market quotation he 
exercises his discretion. If he finds no seller, after 
bidding up to what he considers a reasonable limit, 
he sends a notification to that effect to the broker 
instructing him, and claims half the commission he 
would have charged, if he had been successful, from 
the original dehnquent. 

Where instructions have been given to buy in, an PuWie 
hour's notice of the intended purchase must be Suying'in. 
posted in the Stock Exchange. It may sometimes 
happen, where the security is one which is not much 
dealt in, that no member is in a position to deliver 
for cash, and any attempt to buy in would then 
prove abortive. In these cases some delay neces- 
sarily takes place, but when the official makes 
every effort to buy in, the desired result is ulti- 
mately almost always attained, and the buyer is 
satisfied either by delivery of the security in ques- 
tion, or induced to waive his right by a suitable 
compromise. 

While there is any sufficient reason to excuse whenseon- 
non-delivery of securities, such as that they are conteoTof"' 
known to be out of the control of the seller for the ^°""' 



amount recoverable at law 
was held to be the difference 
between the contract price 



and the market value of the 
security at the time the con- 
tract was broken. 



88 BROKER AND JOBBER. 

payment of calls, or the receipt of interest, dividends, 
or bonus, it is not allowed to buy them in, but the 
Committee, on being applied to, will fix a day on 
which they may be bought in. 
TrMsaction The buying-in o£&cial, after having bought in, 
torespon- renders a contract note for his purchase to the 
P« y- broker under whose instructions he has acted, 
together with the securities. This contract nota 
names the price of the buying in, and the amount 
of the commission charged by the buying-in ofiBcial. 
The contract note is passed to the member against 
whom the buying in has taken place ; and if he is 
only a middleman, it is passed on through all inter- 
mediaries till it reaches the member responsible for 
the delay. All members through whose hands it 
passes book it as a bargain, and settle the differences 
arising therefrom in the ordinary way. The original 
sale by the delinquent is thus cancelled, leaving 
merely a difference to pay on the transactions, and 
he will have, if really intending to deliver stock, to 
sell again when in a position to deliver. The result 
is, that the original contracting party who is not in 
default is placed in the same position as if the con- 
tract had been duly completed, inasmuch as the 
substituted contractee is bound to complete imme- 
diately ; that is to say, in the case of a buying in, 
the new seller is bound to deliver before one o'clock 
on the following day,i otherwise the security may be 
repurchased without further notice, and the loss 
claimed from him ; while, in the case of a selling out, 
payment must be made at once on receipt of the 
securities, or, if a ticket is to be passed, this must be 
done within half-an-hour, otherwise the transfer may 
be made into the buyer's own name, and the money 

1 On Saturdays, twelve o'clock. 
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claimed from him. The following are further 
details of the process, showing precisely how it 
operates. 

On ticket days, as we have seen, it is the duty of selling out 
a buyer of registered securities, if he intends to take receipt of 
them up, to issue a ticket before twelve o'clock (or '" ° ' 
in the case of mining securities before two o'clock on 
the preceding day), and it is the duty of all the inter- 
mediate parties to pass the ticket without delay. If 
the deliverer of the securities does not receive a ticket 
by half-past two o'clock,^ he is entitled to assume 
that somebody is in default, and he may sell out his 
securities up to three o'clock on that or any sub- 
sequent day; but if the security is one of those 
undertaken by the Settlement Department, written 
notice stating from whom a ticket is required must 
be given to the Department at least an hour before 
such selling out. Then if it turns out that the 
ticket was not regularly issued before twelve o'clock, 
or in the case of mining securities before two o'clock 
on the preceding day, the issuer will be made re- 
sponsible for any loss occasioned by the selling out. 
Should, however, the ticket have been regularly put 
into circulation, the holder of it at two o'clock would 
be the person responsible for any selling out on the 
ticket day ; but it hardly ever happens that the sell- 
ing out is enforced on the same day. If the selling 
out takes place on any subsequent day, the holder of 
the ticket at three o'clock^ on the previous day is 
liable, unless he can prove undue delay on the part 
of his immediate buyer in passing the ticket.^ 

To facihtate the tracing of the transaction to the Endorse- 

° ment of 
" time of 

1 In the case of English * On Saturdays, one o'clock, goketf 

and India stocks, &c., this is ^ As to mining securities, 

half-past one on the day for see Eule 106. 
delivery. 
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responsible party, it is a rule of the Stock Exchange 
that any member who receives a ticket for registered 
securities from the issuer after twelve o'clock on 
ticket day, or for mining securities after two o'clock 
on the preceding day, must note the fact on the back 
of the ticket ; and it is also required that the member 
receiving a ticket after three o'clock on the ticket- 
day, or for securities dealt in in the mining markets 
after six o'clock on the day. before the ticket day, or 
at any time on any subsequent day, shall mark the 
exact time at which the ticket is received. Similarly, 
the holder of a ticket at 1, 1.30, 2, and 2.30 o'clock, 
on the ticket day, or for mining securities, at 2 
o'clock and at every half-hour up to 5.30 o'clock on 
the day before the ticket day, must endorse such 
times on the back of the ticket. Members omitting 
to note the times thus fixed, may become liable for 
losses occasioned by selling out in case undue delay 
is proved. And, again, a member who accepts 
delivery of securities to bearer after time, and passes 
them on without taking the numbers, thereby 
increasing the difficulty of tracing the transaction, 
may be required himself to trace out the member 
responsible for the loss. 

Since this liability depends to such a great extent 
upon the date of the tickets passed, of course no 
member can be obliged to accept an antedated 
ticket. If, however, a ticket is tendered to him as 
such, and he does not refuse it, he takes it with all 
its liabilities ; but if it is passed as an ordinary ticket, 
the liabilities remain with the member who put the 
ticket again into circulation. If a ticket is undated, 
a member holding it is not liable for any loss arising 
from the security having been bought in, unless 
such ticket has been seven days in his possession. 
But if any member makes any alteration in a ticket. 
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or detains it improperly, he is liable for any loss 
occasioned. 

The deUverer is required to make out the transfers Tickets for 
at the price marked on the ticket, but it is open to quoted."" 
him to object to a price which has not been quoted 
in the Official List during the Account, unless the 
bargain represented by the ticket was made within the 
two preceding accounts. The obj ect of this provision 
is to protect the deliverer from being made a party to 
any evasion of the stamp duty, which is regulated by 
the amount of the consideration. The tickets, how- 
ever, are passed through the books of all members and 
the stock paid for at the making-up price, in all stocks 
which are arranged by the Settlement Department. 

If a member splits a ticket, he must keep the Split 
original one, or he may be required himself to trace 
it in case of selling out. He must copy on the split 
tickets the name of the issuer of the originall ticket, 
and must also write on them his own name as being 
the person responsible for the splitting. The buyer 
will, in consequence of the splitting, be compelled 
to pay more than one registration fee, and if the 
amount of the security purchased is split into 
odd sums, he will also have to pay a larger stamp 
duty ; but it is a rule of the Stock Exchange that a 
seller cannot be called upon to prepare a transfer 
for an amount of shares or stock requiring a higher 
stamp than 501. Any member, therefore, issuing 
a ticket for such an amount should specify on the 
ticket the amounts in which he desires to have the 
stock transferred, that is to say, the way in which 
he may wish to have it divided so as to involve the 
least possible cost of stamps, having regard to this 
rule. The expense of any further stamp duty 
required on the transfers in consequence of a 
splitting otherwise than as indicated on the ticket, 
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may be claimed by the buyer from the member who 
split the ticket, as also the expense of registering 
any further transfers than are shown by the specifi- 
cation on the ticket. These claims must be made 
within three months from the date of the ticket ; 
although the member who originally split the ticket 
remains liable to intermediate claimants for a period, 
of four months, and the liability of members to the 
Settlement Department for splits collected by the 
department extends for a period of six months. 
Buying in On the Settling day, a buyer of securities to bearer 

of delivery, is entitled to have them delivered to him by half- 
past-two o'clock, and if this is not done he may buy 
in on the following i or any subsequent day after one 
hour's notice posted in the market announcing the 
intended purchase. Eegistered securities, as we 
have seen, are not required to be delivered until the 
expiration of ten days from the ticket day. On the 
expiration of that time the buyer becomes entitled 
to delivery, or otherwise he may buy in against 
the seller at or after half -past one o'clock on the 
eleventh, or on any subsequent day.^ Here also an 
hour's notice must be posted in the Stock Exchange. 
The name into which the stock or shares are to be 
transferred must be stated in the order to buy in. 
The loss occasioned by such buying in must be 
borne by the ultimate seller, unless he can prove 
that there, has been undue delay in the passing of 
the ticket on the part of any other member, who in 
hat case becomes liable. 



1 If the securities have been on the same day. 

bought for any day. except the 'Where the ticket has 

settling day, and not delivered been issued and passed on the 

by half-past two on that day making-up day, the time only 

(or twelve o'clock on Satur- begins to run from the ticket 

daj-s),. they may be bought in day. 
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English and India stocks, &c., which have been 
bought for a specified day and not then delivered, 
may be bought in on the follovring day at eleven 
o'clock, and the member causing the default is 
liable for the loss incurred, and is also liable to a 
fine of ^th per cent, for the non-delivery of the 
stock, independently of its being bought in. This 
rule is still in force, but the necessity for any buying 
in of these stocks is extremely rare, and the atten- 
dant fine is never imposed. 

The Committee may suspend the buying in of 
securities vrhen such a course appears desirable in 
the general interest. The liability of intermediaries 
continues during such suspension unless otherwise 
determined by the Committee.^ 

As to what constitutes a valid dehvery,^ it is a 
rule that every bond or scrip share is considered 
perfect, unless it be much torn or damaged, or a 
material part of the wording be obliterated. The 
Committee wiU not take cognisance of any complaint 
in respect of bonds or shares alleged to have been 
delivered in a damaged condition, or deficient in or 
with irregular coupons, should they be detained by 
the buyer more than eight days after the delivery, 
unless it can be proved that the member passing 
them was aware of their being imperfect. Nor will 
the Committee take cognisance of any complaint as 
to the irregularity in the endorsement of American 
share certificates, should such certificates be detained 
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1 See Union Corporation v. 
Charrington (1902), 8 Com. 
Cas. 99, ante, p. 66. 

2 No member can be re- 
quired to accept the delivery 
of a certificate of American 
shares of a larger amount 
than 10 shares of $100 each 



nominal capital, or 20 shares 
of $50 each, nor an American 
bond of a larger amount than 
$1,000, except upon special 
contract. Smaller certificates 
or bonds must be of such de- 
nominations as to be deliver- 
able in the above amounts. 
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by the buyer more tban three months after delivery, 
unless it can be proved that the member passing 
them V7as aware of the irregularity. 

Drawn And all bargains must be settled in securities 

which have not been drawn for redemption. In case 
of the erroneous delivery of any drawn securities, the 
buyer (on receipt of undrawn securities, and on 
allowance being made for any drawing or dividend 
of which he may have lost the benefit) must deliver 
such securities back to the person who held them at 
the time of the drawing, or must pay to him any 
proceeds received from such drawing, provided the 
securities or the proceeds thereof be traced to, and 
remain in the possession, and under the control, of 
such buyer, all intermediate members being released 
from liability. No claim in respect of the erroneous 
delivery of drawn securities wiU be entertained by 
the Committee unless made vrithin nine calendar 
months. 

stopped French and Egyptian securities to bearer which, 

under French or Egyptian law, have been officially 
notified as stopped, are under Eule 130 returnable to 
deliverer. This rule scarcely applies now, however, to 
Egyptian bonds, as, after a long controversy with the 
Committee during which the official quotation of a 
new Egyptian loan was postponed, the Egyptian 
Government gave way on all points to the representa- 
tions of the Committee, and the Egyptian law, so far 
as regards English holders of Egyptian bonds, is now 
assimilated to the English law. The Erench Govern- 
ment bonds are also exempt under Erench law from 
liability to be stopped. 

stamps. The securities delivered must also bear the proper 

stamps required by the Stamp Act, 1891.1 

1 54 & 55 Viot. 0. 39. 
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The buyer of registered securities may refuse to coupons or 
pay for a transfer deed unaccompanied by coupons or '^Iti trans- 
certificates, unless it be of&cially certified thereon 
that the coupons or certificates are at the office of 
the company. But if the transfer deed be perfect 
in all other respects, the shares or stock must not 
be bought in until reasonable time has been allowed 
to the seller to obtain the verification required. If 
the seller have a larger coupon than the amount of 
stock conveyed, or only one coupon representing 
stock conveyed by two or more transfer deeds, the 
coupon may be deposited with the secretary of the 
Share and Loan Department of the Stock Exchange, 
who will forward it to the office of the company, and 
certify to that effect on the transfer deeds, which 
then become a vaHd dehvery. 

If new securities have been issued in right of 
those in which the dealing has taken place, the 
buyer is entitled to the new ones, provided that he 
specially claims them in writing from the seller 
within a reasonable time.^ The claim must be made, 
in the case of registered securities, not later than 
four o'clock (one o'clock on Saturdays) on the day 
preceding the latest day fixed for the receipt of 
applications. The seller, however, is responsible to 
the buyer for the new securities, though not claimed 
within due time, if he is in possession of them, and 
in any case is bound to render any assistance to the 
buyer in tracing the same. When practicable, in the 
case of registered securities, claims are required to 
be settled by letters of renunciation, 2 which must 
be delivered by half-past two (twelve o'clock on 



New securi- 
ties in right 
of old. 



1 See Stewart v. iMpton 
(1874), 22 W. E. 855. 

2 These must bear a six- 
penny stamp like letters of 



allotment, when the nominal 
amount is not less than 5Z. : 
62 & 63 Vict. 0. 9, s. 9 (1). 
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Saturdays) on the latest day fixed for the receipt of 
applications. "When no renunciation letters are 
issued, all payments as and when required by the 
company must be advanced to the seller by the 
buyer, such payments being considered as for delivery 
of stock open for the special settlement. If the new 
securities cannot be obtained by letters of renuncia- 
tion, and in the case of securities to bearer, the 
secretary of the Share and Loan Department, subject 
to the approval of the chairman or deputy-chairman, 
or two members of the Committee, fixes a price at 
which the new securities may be temporarily settled 
and which the buyer may deduct from the purchase- 
money of the old securities until the special settlement. 
Claims. Claims should be entered as bargains, and as such 

be checked in the usual manner. The Committee 
wUl not entertain any dispute as to unchecked 
claims, unless brought before them within ten days 
after the special settling day. 
Right of Bargains in securities to bearer must be settled 

dividends with the current coupon attached. If a coupon is 
due on the settling day the bonds must be delivered 
ex coupon. If a coupon becomes due after the 
settling day for which the securities have been 
sold, but prior to their delivery, the buyer has 
the right to claim the full market value of the 
coupon should it have been detached before delivery. 
This value, in case of dispute, is fixed by the secretary 
of the Share and Loan Department, who also fixes 
a sterling price for all coupons which are payable 
only abroad, at which price they must be accounted 
for. Similarly the seller of registered securities is 
responsible for any dividends which he may receive 
pending registration of transfers,^ which must be 

1 Blacli V. Somersham (1878), 4 Ex. D. 24. 
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accounted for at the nett amount receivable after 
deduction of income tax. 

The question vyhether a bargain is cum or ex divi- 
dend is decided in the case of all quoted securities 
by the date of the quotation ex div. in the Ofi&oial 
List. In the case of unquoted securities the dealers 
fix, in accordance with the rules, a date vrhich can 
be ascertained on inquiry. "When a dividend has 
been declared (not merely announced) prior to 
delivery, the custom is for the buying broker to 
deduct the amount when paying for the stock. If, 
however, the meeting has not been held for the 
declaration of the dividend, he is not entitled to 
deduct it, but must claim it in vTriting from the 
delivering broker. In case of unreasonable delay in 
making such claim, the selling broker would pro- 
bably not be held responsible, but would doubtless 
be required to do his best to obtain and hand over 
the dividend. In the case of American shares the 
buyer cannot hold the deUverer responsible for divi- 
dends if at the time of delivery thirteen days or 
more intervene before the closing of the company's 
books in America, a period which would enable the 
purchaser to register and obtain liis dividend direct. 
In the case of South African shares the time similarly 
allowed is six weeks. 

In the Of&cial List dealings in British and India Quotations 
stocks are quoted " ex dividend " on the morning of orexin- " 
the day after that on which the books are closed for 
the dividend ; bargains in securities to bearer are 
quoted "ex dividend" on the day on which the 
dividend is payable ; bargains in transferable shares 
or stock, other than securities dealt in in the mining 
markets, are quoted " ex interest " from the beginning 
of the account in which the interest may become 
payable, and " ex dividend " from the beginning of 
s.E. 7 



terest. 
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the account following that in which the dividend 
may have been declared, provided the dividend be 
made payable to the holders then registered ; but in 
case of a subsequent clpsing of a company's books 
for payment of the dividend, then, from the 
beginning of the account following that in which 
such closing of the books occurs. Securities dealt in 
in the mining markets are quoted " ex dividend " 
from the beginning of the account following that in 
which the dividend has been paid. Shares in 
foreign railways are quoted, when practicable, 
"ex dividend" or "ex interest" at a period in 
accordance with the practice of foreign bourses. 

bentures'^'' Debentures, and bonds of railways in Great 
Britain, Ireland, and the East Indies, are dealt in 
at prices exclusive of accrued interest, and the accrued 
interest up to the day for which the bargain was 
done is paid by the buyer in addition to the price of 
the bargain ; but bargains in bonds and debentures 
of colonial and foreign railways include the accrued 
interest in the price. 

When buyer In the case of an approaching drawing, although 

drawing." t^e price paid by the buyer may be intended to 
include the drawing, yet he has no claim against 
the seller if it should happen to take place before 
the day for which the securities were bought ; that 
is to say, he would not be entitled to claim delivery 
before that day. If, however, the bargain has been 
specially made " cum drawing," and, owing to any 
undue delay in delivery of the securities, or for any ■ 
other reason, the drawing takes place before their 
numbers can be made known to the buyer, so that 
the benefit of the drawing is lost to him, he would 
fairly be entitled to the calculated value of the 
drawing as compensation. 

By whom The Selling broker then completes the bargain by 

be made. 
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delivery of the securities to the jobber to whom he 
sold them, unless he has received from the jobber, 
or through the Settlement Department, a ticket 
such as we have seen may be issued by the ultimate 
buyer. In that case he delivers straight to the 
ultimate buyer, but he has a right to elect whether 
he will demand payment from his immediate buyer 
or from the original issuer of the ticket. If he applies 
to the latter and faUs to obtain payment, or if he 
receives a cheque which is dishonoured, the former 
may be called upon for immediate payment. If he 
prefers to settle in the first instance with his imme- 
diate buyer any bargain in securities to bearer, it is 
open to him to do so, but he must in that case 
deliver the securities before half-past twelve instead 
of half-past one o'clock. A buying broker who is 
desirous of taking deUvery of such securities from 
his immediate seller would usually issue no ticket, 
and in that case must pay up to half-past two. 

The purchase-money is received by the seller, on SeUing out 

, ,. , , ... ,. , 1 1 on default 

dehvery of the securities, from the member to whom of payment, 
they are delivered ; that is to say, either the ultimate 
buyer or the immediate buyer, according to whether 
a ticket has or has not been passed. This may take 
place on the settling day, or any subsequent day, 
but immediate payment can be demanded only if the 
securities are delivered before half -past two^; and 
on settling days securities to bearer for which a 
ticket has been passed must be delivered by two 
o'clock in order to entitle the deliverer to demand 
payment ; but registered securities must always be 
paid for till half-past two.^ If the buyer is not pre- 
pared to pay at the hour thus fixed, supposing him 
not to be the immediate buyer, the seller can at once 

1 On Saturdays, twelve o'clock. 

7—2 



100 



BROKBR AND JOBBER. 



call upon his immediate buyer to pay ; should this 
immediate buyer be in a similar position, the seller 
may at once sell out, but this is rarely done until 
the following day. 

ft)!^?tLs. ^^ *^^® ^^°^^^ ^^8 ^^^^ split, the security will be 
delivered in portions, and the buyer must pay for 
each portion of registered shares or stock presented, 
provided the number be not less than ten shares, or 
the value less than 200Z. Tickets for securities to 
bearer cannot be split ; but the security may be 
delivered in portions, the ticket being presented to 
the issuer for alteration, so that it may show the 
amovmt still remaining to be delivered, and any such 
portions must be paid for on delivery, if required. 

stamps and The amount of purchase-money will include the 
ad valorem stamp duty, and registration fee, which 
are payable by the buyer. This fee is ordinarily 
paid to the company by the buying broker when 
he sends in the deeds for registration, but some 
companies have the custom of making out their ovra 
transfer deeds and of receiving the fee with the in- 
structions to prepare transfers sent in by the selling 
broker ; in the latter case the selling broker claims 
the fee from the buying broker when he delivers. 

Payment of If a call has been made upon the shares sold, the 

calls not yet ■*■ 

due. deliverer will remain legally liable to the company 

until the transfer is registered ; he is, however, by the 
rules of the Stock Exchange, entitled to protect him- 
self by paying the amount, although not yet due, and 
claiming it, together with the purchase-money, from 
the issuer of the ticket, on delivery of the security. 
Brokers With regard to the personal liability of the broker 

principals, for payment of the purchase-money, it seems to have 
been formerly a mere understanding between mem- 
bers of the Stock Exchange that they did not recog- 
nise in their dealings any other parties than their 
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own members, so that in considering the question 
whether credit was given by the jobber in any indi- 
vidual case to the broker or to his principal, a jury 
would have been allowed to hear evidence to rebut 
the presumption that the broker was primarily liable; ^ 
but now, independently of the fact that the Com- 
mittee would never allow a jobber to bring such a 
question before a jury, there is a distinct rule that 
brokers are to be treated on the Stock Exchange as 
principals, and that no member can be obliged to 
take a reference for payment to a non-member, or to 
pay a non-member for securities bought in the Stock 
Exchange. 

The ultimate payment of the purchase-money is Cheque, 
accordingly by the cheque of the buying broker, 
which must be passed through the clearing-house, 
unless he consents to its being otherwise presented. 
If a member requires bank notes in payment for Banknotes, 
securities sold, he must either stipulate to that effect 
at the time of making the bargain, or else he must 
give notice before half-past eleven on the day of 
dehvery, and he is then entitled to cash upon deli- 
very of the securities or the bank receipt.^ 

The deliverer of securities to bearer is responsible Genuineness 
for their genuineness, and, in case of his death, ° ^*™"^'^'- 
failure, or retirement from the Stock Exchange, this 
responsibility attaches to each member in succession 
through whose hands the ticket for the securities 
may have passed. And the deliverer of registered 
securities is responsible for the genuineness and 
regularity of all documents delivered,^ and for such 



i, Mortimer v. M'Callan 
(1840), 6 M. & W. 58. 

' See Mocatta v. Bell 
(1857), 27 L. J. Ch. 237. 

3 See Royal ExoTian^e As~ 



suraiice Co. v. Moore (1863), 
8 L. T. 242. No Statute of 
Limitations is recognised be- 
tween members. 
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dividends as may be received until reasonable time 
has been allowed to the transferee to execute and 
duly lodge the documents for verification and regis- 
tration. The general effect of the rules bearing on 
this point is in accordance with the rule of law 
treated of in subsequent chapters, that the buyer 
must be put into actual possession of the securities 
purchased, with all the advantages accruing to a 
holder from the date of the purchase. 

When an official certificate of registration of the 
shares or stock bought has been issued, the Com- 
mittee will not, unless bad faith is alleged against 
the seller, take cognisance of any dispute as to title, 
until the legal issue has been decided, for this issue 
may involve intricate questions as to the liability of 
other parties. By the decision of the " legal issue " 
is meant proof of the facts, such as forgery and the 
like. The Committee has never held that all the 
bearings must be followed up and the decision of 
the House of Lords obtained before the matter can 
come before them. As between members of the 
Stock Exchange, there is a rule that all reasonable 
expenses of the legal proceedings have to be borne 
by the selling member. 
Waiver of The right to buy in or sell out securities wiU be 

iifor sell "'^ Considered to be waived so far as intermediaries 
are concerned if not exercised within a certain time. 
Thus the buyer of securities to bearer who allows 
two clear days to elapse without availing himself of 
his right to buy in, or without attempting to buy in, 
is taken to release his seller from any loss in conse- 
quence of the public declaration of any member as 
a defaulter, unless he has waived his right at the 
request or by the consent of his seller. 

Again, the issuer of a ticket for registered securi- 
ties who allows thirteen (in the case of mining 



out. 
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securities, fourteen) clear days to elapse without 
enforcing this right is also taken to release his seller 
from all liability in respect of the non-delivery of 
the securities unless the waiver has been at his re- 
quest or with his consent. In this case the holder 
of the ticket alone remains responsible to the issuer 
for the delivery of the securities, all intermediate 
parties being released. But the liability of issuers 
and holders of tickets is not affected by the fact 
that intermediaries have been released by lapse of 
time. 

So if the deliverer of registered securities allows 
two clear days to elapse without availing himself of 
his right to sell out after default has been made in 
passing a ticket, his buyer is released from all loss 
in cases where the ticket has not been passed in 
consequence of the public declaration of any mem- 
ber as a defaulter. If a seller of such securities 
does not deliver within thirteen (in the case of 
mining securities, fourteen) clear days, the inter- 
mediate buyer from whom he received the ticket is 
released, and the issuer of the ticket alone remains 
responsible for the payment of the purchase-money. 
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CHAPTBE IV. 

PEINCIPAL AND JOBBER. 

tfo^7/com- ■'■^ ^^ ^°^ proposed to inquire into the relation- 
mittee. ship created between the principal and the jobber 

with whom the broker has dealt. Here again, as 
in the case considered in the preceding chapter, the 
rules of the Stock Exchange forbid the jobber to 
enforce any claim by law against the principal 
unless with the consent of the Committee, or, as 
the rule (Eule 56) seems to imply, unless with the 
consent of the interinediate broker. This question 
would not arise except in the event of the default 
of the broker, a subject to be dealt with in 
Chapter VI., but we may say here that upon the 
accepted theory that all members deal with one 
another as priacipals, the Committee would never 
permit a jobber to bring an action of the kind for 
his own sole benefit. Any action permitted would 
have to be for the benefit of the estate. Of course 
such prohibition by the Committee would not con- 
stitute any legal bar, but disobedience might be 
followed by expulsion from the House. The rule 
referred to goes on to add that the Committee have 
power to intervene in certain cases when an action 
is brought against a member by a non-member. 

This rule is a very good instance of the growth of 
the Stock Exchange rules, and in its original form 
dates from a time when there was no certainty as 
to the binding nature at law of Stock Exchange 
transactions. The Committee have from the first 
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strenuously insisted upon the canying out of all 
bargains irrespective of the view the law might 
take. In fact it may be said that the inviolability 
of bargains is the foundation stone of the whole 
Stock Exchange system. Not only is it laid down 
in the rules that no application which has for its 
object to annul any bargain shall be entertained by 
the Committee unless upon a specific allegation of 
fraud or wilful misrepresentation, but the very 
notion of attempting to render any bargain void 
on account of a quibble or technical omission is 
altogether repugnant to the feeling of the Stock 
Exchange, and is regarded as dishonourable and 
discreditable in the highest degree. Seeing that 
before the system had received the legal recognition 
since accorded to it, no dependence could be placed 
on the enforcement of bargains by law, members 
bound themselves together by a code of honour 
based on the inviolability of bargains, and the main- 
tenance of this standard of honour has always been 
regarded as the principal function of the Committee. 
Happily the custom is now so well established that 
it is seldom necessary for the Committee to intervene 
in law suits, but an instance of the rule referred to 
being acted upon was the case of Tomkins v. 
Saffery,! where, in consequence of certain remarks 
made in court by James, L.J., which were con- 
sidered to contain an aspersion upon the whole body 
and its customs, the Committee carried the case to 
the House of Lords, not for the sake of gaining the 
ease, which was hopeless, but for the purpose of 
correcting some grave misapprehensions which 
arose from the terms in which judgment was pro- 
nounced in the Court of Appeal, and in the House 

' (1877), 3 App. Cas. 213. 
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of Lords the reasonable, fair, and business-like 
character of the rules referred to in the case was 
fully recognised. 

The Committee also have it in their power to 
modify, so far as members are concerned, the results 
of legal action in cases where the members have 
acted strictly in accordance with the rules and usages 
of the Stock Exchange. They may, for instance, 
consider it part of their duty to compel a broker to 
reimburse the jobber with whom he had dealt any 
damages which the law might, according to their 
opinion, have unfairly awarded to his principal. It 
has happened in a case where a principal had failed 
to recover in an action against a jobber certain 
moneys paid by his broker according to the rules of 
the House but contrary to the directions of the 
principal, and where, therefore, the jobber had in 
the usual course of law been reimbursed by the 
unsuccessful plaintiff his costs, but as between 
party and party only, that the Committee ordered 
the broker to pay to the jobber certain extra costs 
incurred as between attorney and client, which had 
not been allowed on taxation of the costs in the 
action. 
Legal rights Still, whatever be the powers which the Committee 
nofaffected. niay have in this respect, there is no doubt that the 
rules of the Stock Exchange cannot protect its 
members from having actions brought against them.' 
Accordingly, on the completion of the bargain 
between broker and jobber in the manner supposed 
in the preceding chapters, there is a good and valid 
contract between the principal and the jobber which 
can be enforced at law, but which will be of course 



1 Ex pao-te Saffery (1877), v. Saffery, 3 App. Cas. 213, 
4 Ch, D. 561, C. A. ; Tomhins H. L. 
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interpreted with reference to the rules and customs 
of the Stock Exchange.i Or, if the principal is the 
party aggrieved, he has the option of referring his 
complaint to the Committee, as provided by the 
rules, instead of proceeding at law. 

If, on the default of a broker, the jobber calls ciaimby 
upon the principal to complete a transaction entered differences. 
into by the broker on his behalf, and the principal 
fails or refuses to complete, the jobber is entitled to 
sell or buy (as the case may be) on the market in 
the ordinary way, and claim any differences from 
the principal.^ Eule 72, as to buying in or selling 
out, has no application to such cases, but applies 
only as between members of the Stock Exchange. ^ 
Nor is the right of the jobber to recover the 
differences from the principal affected by the rules 
as to the compulsory closing of the defaulter's 
accounts.* A principal cannot claim, as between 
himself and the jobber, to have his transactions 
closed at the prices fixed by the official assignee for 
the closing of the defaulting broker's accounts.* 
Nor does the fact that the jobber has claimed the 
difference between the contract and hammer prices 
against the broker's estate, and been paid such 
difference in full, affect his right to recover against 
the principal, because he is, in such a case, account- 
able to the official assignee for the amount recovered, 
or if that amount exceeds the sum already received 



1 Laiigton v. WaUe (1868), ^ g^ott v. Ernest (1900), 16 

L. E. 6 Eq. 165 ; Humphrey T. L. E. 498 ; Levitts. Ham- 

V. lAicas (1845), 2 C. & K. Met, [1901] 2 K. B. 53, 0. A.; 

152 ; Lisset v. Reate (1742), Anderson y. Beard, [1900] 2 

2Atk. 394. As to cases where Q. B. 260. 

the bargains of several prin- ■'" Seott v. Ernest (supra), 

cipals are included by the * Levitt v. Samblet (supra) ; 

broker in one contract, see Anderson v. Beard (supra), 
ante, p. 49. 
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from the broker's estate, then for the latter 
sum.i 
Effect of Considering then, first, the case of registered 

jobber. Securities, let us suppose a sale has been effected by 
the broker, on behalf of his principal, to a jobber in 
the manner described in the previous chapters. It 
seems to have been a matter of doubt whether, in 
cases outside the Stock Exchange, the vendor of 
shares can require the purchaser to accept and 
register a transfer in his own name,^ or whether 
the purchaser would have a right to call upon the 
vendor to execute a transfer to a nominee of the 
purchaser on the analogy of a sale of real estate, — 
where the vendor could not object to execute a con- 
veyance on the ground that it was not a conveyance 
direct to the person with whom he had made the 
contract. The latter view was that taken by Lord 
Blackburn in Maxted v. Paine,' where he said that 
the right of the seller is to require his contractee to 
procure the transfer to be executed by his nominee, 
and to be registered after execution so as to relieve 
him from all future liability, and that he has a right 
to hold his contractee personally liable if this is not 
done, but not to dictate to him whether he shall do 
this by taking the shares in the nominee's name or 
his own. This view is supported by the current of 
authority, and is certainly the only one applicable 
to dealings on the Stock Exchange, where the inter- 
vention of a jobber is, in the large majority of cases, 
a necessity. 

Upon conclusion of the bargain, the securities sold 
become at once in equity the property of the jobber, 
and they are taken to be held by the principal as 

1 Stoneham v. Wyman Coles v. Bristowe (1868), L. B, 
(1901), 6 Com. Cas. 174. 4 Ch. 10. 

2 Per Lord Cairns, C, in ^ (1871), L. R. 6 Ex. 151, 
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trustee for him. There is, then, nothing to prevent 
his selling that which is so held in trust for him, 
provided the rights of the original seller are not 
interfered with. This resale is naturally the object 
the jobber has in view, and is presumed to be 
contemplated by the selling principal, being in 
accordance with the custom of the Exchange. 
Accordingly, the contract, which the purchasing contract oi 
jobber wiU be considered to have made with the ''" °'' 
selling principal, is equivalent to an undertaking 
that he wUl, at the time fixed, either himself take 
and pay for the securities, or else that he will 
furnish the seller with the name of another person 
who vnll agree to accept a transfer of and pay for 
them 1 ; and, in the meantime, that he wiU in- 
demnify the seller against all the consequences of 
his remaining on the register as legal owner of 
them. 

If, then, the jobber takes the securities, he will be Passing 
himself the ultimate transferee, whose position is ™me.^ 
discussed in the following chapter. If he do not 
himself take them, he can only fulfil his contract by 
furnishing the name of a person who is competent 
and vnlling to accept the transfer, that is to say, the 
contract is not fulfilled if the name be that of a non- 
existent person, a lunatic, an infant, or a person 
who has not given authority for the use of his 
name.2 The whole object of the seller being to 
obtain a real purchaser of the shares, it would be 
in the highest degree irrational to suppose that the 



1 NicMlls V. Merry (1875), ^ MckaUs\. Merry (supra) ; 

L. B. 7 H. L. 530. The same Maaited y. Paine (I) (^1869), 

contract is implied where the L. E. 4 Ex. 81 ; Maxted v. 

jobber is merely taking in the Morris (1869), 21 L. T. 535 ; 

securities for the real buyer : McTtalls v. Mitm (1871), 23 

Allen V. Graves (1870), L. E. L. T. 689 ; Beia t. NickalU 

5 Q. B. 478. (1873), 29 L. T. 536. 
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Extent of 
implied 
promise by 
jobber. 



contract could be fulfilled except either by accepting 
and paying for the shares, or by providing some one 
who could validly contract to do so. 

Where, therefore, the name of an incompetent 
person has been passed, and the contract of the 
jobber consequently remains unfulfilled, the seller 
is entitled to a legal remedy against him, and it 
seems also that the Committee of the Stock 
Exchange will give relief to the selhng broker 
under such circumstances, even though years may 
have elapsed before the matter is discovered and 
laid before them,i no Statute of Limitations being 
recognised on the Stock Exchange. The buying 
jobber in such cases would, of course, have his 
remedy over, so that ultimately the loss would be 
made good by the buying broker, or whoever else 
was responsible for the issuing of the name.^ 
Where a broker, instructed to sell shares, and 
being unable to find a purchaser on the Stock 
Exchange, sold them outside, and transmitted 
bought and sold notes expressed to be subject to 
the rules of the Stock Exchange, acting for both 
buyer and seller, it was held that he was bound to 
give the name of a competent transferee, and, having 
given the name of an infant, that he was liable to 
indemnify the seller against all liability in respect 
of the shares.^ 

But there is no implied promise on the part of 
the jobber that the buyer, though competent to 
contract, is also a responsible person,* which may 



1 Capper's ease, cited in 
NiehaUs v. Merry, L. E. 7 
H. L. 545. 

' Peppereor'ne v. Clench 
(1872), 26L.T. 656. 

' Queenslami 



Co. T. O'Connell (1896), 12 
T. L. E. 502. 

* Maxted v. Paine (2) 
(1871), L. E, 6 Ex. 132, Ex. 
Ch. 
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be a matter of the greatest importance to the seller 
if there is any prospect of future liability to calls on 
the shares. 

As already mentioned, the purchaser is not objection to 
entitled, in case of non-delivery, to buy in securi- transferee. 
ties of this nature against the seller until the 
expiration of ten days after the account day, the 
seller not being bound until that time to deliver a 
transfer. During this time, therefore, the seller has 
an opportunity to inquire into the responsibility of 
the buyer. If he has any objection on this score to 
the person named as buyer, the objection is passed 
back till it arrives at the hand of the person who 
originally issued the ticket, and if any dispute arises, 
the objection may be referred to the Committee, 
who may require another name to be given in case 
they think it right to do so. 

An objection may, for instance, be raised to the where 
name of a foreigner resident abroad and having no foreigner. 
property in this country ; this has been considered 
both by the Courts of law,i and by the Committee of 
the Stock Exchange,^ to be a reasonable ground for 
refusing to execute a transfer. 

The selling broker may elect whether he will Novation. 
demand payment from his immediate buyer, or, as 
is the almost invariable course where a ticket has 
been passed, from the broker of the ultimate 
transferee who is named on it as the member to 
be looked to for payment. In the latter case, as 
soon as the transfer deed is accepted, and the price 
paid, there is a novation which discharges the inter- 
mediate members from aU further liability .^ But if 

1 Allen V. 6h-aves (1870), (1871), L. E. 6 Ex. 132. As 

L. E. 5 Q. B. 478. to payment by way of set offl 

^ Ooldschmidt v. Jones or settlement of accounts, 

(1870), 22 L; T. 220. see ante, p. 76. 

' Maxted v. Paine (2) 
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the price is not paid, or if the seller receives a cheque 
which is dishonoured, the member from whom he 
received the ticket may be compelled to make 
immediate payment ; the acceptance and execution 
of the transfer by the ultimate transferee being not 
by itself such a novation as to preclude the seller 
from looking to his immediate buyer for the comple- 
tion of the contract. 

And if the inquiry into the responsibility of the 
transferee is waived, or an indemnity taken, as is 
sometimes the case, or if the time for objecting is 
allowed to elapse, then, on the expiration of thirteen 
clear days at longest from the name day, the jobber 
who has passed the name of a competent person as 
the buyer, is, by the custom of the Stock Exchange, 
completely discharged from all further liabihty. In 
Maxted v. Paine,i this rule was held to apply even 
where the name passed was that of a man of straw 
and not the real purchaser, the jobber himself being 
exempt from fraud. 

Apart from this custom, the legal liabihty of the 
jobber who has purchased the shares would extend 
further to the procuring of the registration in the 
name of the transferee; or he would be liable to 
indemnify the vendor against the consequences of 
non-registration; or perhaps be liable to a decree 
for specific performance of the contract, and be 
compelled to get the shares registered in his own 
name.2 In the absence of such custom it could 
certainly be said that the very essence of a contract 
for the sale and purchase of shares is that the seller 
shall divest himself of and be relieved from, and 
that the purchaser shall assume, all future benefits 



1 Second action (1871), L. 
B. i Ex. 203 ; ib. 6 Ex. 132, 
Ex. Ch. 



2 Paine v. HutchiTisoii 
(1868), L. K. 3 Ch. 88. 
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and liabilities in respect of them, and that this could 
only be eflfected, at law, by means of a transfer 
properly executed by both parties and registered. 
But it is clear that contracts made in the House are 
so far governed by the rules and customs of the 
House as that the jobber is discharged who has duly 
furnished a name of a person able and willing to 
contract to take the shares and pay for them, 
without being required also to guarantee the 
registration.! 

The intervention of jobbers in these transactions 
is obviously for the advantage of both sellers and 
buyers, who are thus brought readily into contact. 
And there is no hardship on the seller in the sub- 
stitution of another buyer in the place of the jobber. 
AU that the seller desires is, to find a customer who 
will pay the price, accept the shares, and relieve 
him from all further liability in respect of them. 
If a buyer is found as to whose responsibihty the 
seller is satisfied, he has aU that he has sought for. 
In practice, no seller employing a broker to sell 
securities for him ever thiaks of stipulating that the 
immediate buyer shall register in his own name ; he 
is satisfied with the buyer whom the broker finds 
for him. On the other hand, it would certainly be 
a considerable hardship on the jobber, if, for the 
small profit realised on the resale of securities, he 
were to be held responsible for the non-fulfilment 
of any part of the contract when the matter had 
passed out of his hands by the seller assenting 
to complete the transaction with the substituted 
buyer. 

Of course, a special bargain may be made, at a 

' Orusell Y. Bristowe L. B. 4 Ch. 3 ; Casey v. Bent- 
(1869), L. R. i C. P. 36, Ex. Uy, [1902] 1 Ir. B. 376, 
Ch. ; Colesy. Bnstoim (1868), U. A. 

B.£. 8 
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sacrifice of price by the seller, so as to extend the 
liability of the jobber to a guarantee of registration ; 
and in such a case the jobber would render himself 
liable to indemnify the seller against all future 
liability consequent on non -registration.^ 

Where, on the default of a broker who has sold 
shares to a jobber, the principal calls upon the jobber 
to complete the transaction, he is not entitled to 
require the jobber to pass a name to a person 
nominated by him as an incident to " making down " 
the shares with the nominee, because the effect of the 
" making down " would be to release the principal 
and substitute the nominee as a principal. The 
jobber is bound to accept a transfer from the prin- 
cipal or from a nominee as an agent of the principal, 
but not to recognise a nominee as the principal in 
the transaction.^ 

In the converse case, where the principal is the 
buyer of shares, the contract which the selling jobber 
will be considered to have made with him is, that 
he will, on or before the day fixed, find some one 
who will agree to make a valid delivery of them 
according to the requirements of the Stock 
Exchange. In this case, if the jobber is not him- 
self the owner and transferor of the shares, he can- 
not be treated as a trustee for the purchaser ; but 
the rights of the parties are practically the same, 
inasmuch as, if a dividend be declared before delivery 
of the shares, the purchaser is entitled to it, or if a 
call be made subsequently to the contract, he is 
liable to pay the amount and indemnify the jobber. 
The liability against which the selling jobber is thus 
indemnified will be that incurred by him in respect 



» Onise V. Paine (1869), L. 
E. 4 Ch. 411. 



" Ouri'ie v. Booth (1902), 
7 Com. Cas. 77, C. A. 
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of the call towards his seller, if he has already found 
one; otherwise it will be the liability to pay a 
purchase price enhanced by the value of the call. 
And when a real seller has been found, and a 
transfer executed, the buying principal remains 
liable to indemnify the selling jobber against the 
consequences of non-registration, or to have a 
decree for specific performance made against him to 
compel him to register.^ 

But here, again, we find that the custom of the Dischargo ot 
Stock Exchange operates to discharge the seller, ■'°^''"- 
whether jobber or principal, who has caused transfers 
and share certificates to be handed to the purchaser 
or his broker, and that the seller is not under any 
obligation to procure the consent of the directors of 
the company to the transfer, or to guarantee that 
the ultimate vendor will do so.^ 

The question of the jobber's discharge, where the securities 
dealing has been in securities which are fully paid up, jfoXrthfr 
and carry no further liability, wiU hardly now require "awiity. 
any special notice. In such cases the only object of 
the principal is to receive the purchase-money or the 
security, as the case may be ; and unless this is 
accomplished he retains his rights under the contract 
made for him with the jobber, and may enforce them 
either at law or through the agency of his broker in 
the manner described in the preceding chapter ; but, 
as we have there seen, the broker must enforce them 
without delay, otherwise he will be taken to have 
waived them, and the intermediate parties will be 



1 Paine v. Hutchinson 
(1868), L. E. 3 Ch. 388 ; 
Sheppard T. Murphy (1868), 
16 W. E. 948 ; Casey v. Bent- 
ley, [1902] 1 Ir. R. 376, C. A. 

2 Bemfry v. Sutler (1858), 



B. B. & E. 887 ; Stray v. 
Russell (1860), 1 E. & B. 
888 ; London Founders' Asso- 
ciation V. Clarke (1888), 20 
Q. B. D. 576, C. A. 

8—2 
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discharged. The delay which will be considered to 
amount to a waiver, is fixed by the rules as thirteen 
days, and if this time be allowed by the broker 
to elapse without enforcing his rights against the 
jobber, the principal will then be only able to claim 
against his broker for any loss incurred through his 
neglecting to do so. 
Outside The practice of dealing directly with outside 

dealers, or "brokers" as they generally prefer to 
style themselves, although they profess to deal 
directly with their clients, is one that has grown 
of late years to considerable proportions. Their 
contract notes frequently contain a clause making 
them subject to the rules and regulations of the 
Stock Exchange ; but it will in each case depend 
upon circumstances how far those rules are applic- 
able to a contract made between non-members. The 
client is sometimes invited to limit his liability by 
"Cover" the deposit of "cover," the dealer reserving to 
sys m- himself the right to close the transaction whenever 
the cover is exhausted. As the amount of cover 
suggested is generally only about twice the amount 
of the turn of the market, it is exhausted by a much 
smaller adverse fluctuation than is anticipated by 
the inexperienced, and it has been attempted on 
that ground to set aside as unauthorised a closing 
of this description by bringing an action against the 
dealer for the increased price which would have 
been realised during the account if the transaction 
had not been closed. The jury found in favour 
of the defendant ; but the Divisional Court ordered 
a new trial on the ground that it was not shown 
that the plaintiff understood the meaning of the 
word " cover." In the Court of Appeal, however, it 
was held that it was for the plaintiff to make out his 
case by showing what the word did mean, and 
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inasmuch as he had failed to do so, and there was 
some evidence in support of the defendant's con- 
tention, judgment was entered in accordance with 
the verdict of the jury.i 

In a subsequent case ^ the same defendant sought 
to extend the operation of the " cover system " by 
contending that, whenever the tape-prices showed 
such fluctuation as would exhaust the cover, the 
transaction closed automatically. It was held, 
however, that this was no part of the contract.^ 

' Mundella T. Shaw (1S88), with outside "brokers,'' see 

4 T. L. E. 456, C. A. In re Cronmire, Em parte 
2 Uogan v. Shaw (1889), Waud, [1898] 2 Q. B. 383; 

5 T. L. K. 613, C. A. and the cases cited ante, p. 

' As to the application of 33. 
the Gaming Acts to dealings 
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TEANSFEBOE AND TEANSFEEEE. 

Contract We have Seen, then, that after acceptance of the 

Sfttoat"8 name passed, execution of the transfer by the seller, 
parties. ^^g^ payment of the price, the jobber is discharged 
from all liabihty (assuming the name passed to be 
that of a person who is competent to contract) ; and 
upon this, all the intermediate steps which we have 
been discussing are overlooked, and the contract 
then remains to be completed between the ultimate 
buyer and the ultimate seller. 

The contract which then arises between the ulti- 
mate parties is also to be interpreted according to 
the practice and usage of the Stock Exchange ; and 
this introduces the distinction pointed out by Lord 
Eomilly, M.E., in Hodgkinson v. Kelly,^ that the 
contract is not, as has been supposed, the same as 
if the seller of shares had employed an agent to find 
out and enter into a contract with some particular 
buyer, and the buyer had done the same as to the 
seller, and that then only did a contract arise 
between buyer and seller ; but, since both ultimate 
parties are bound by the usage, they are, from the 
beginning, bound to complete the contract, although 
ignorant of the person with whom they will complete 
until the day arrives when the name is passed. This 
contract amounts to an engagement by the ultimate 
transferor on one side and the ultimate transferee on 

» (1868), L. R. 6 Eq. 503. 
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the other, that, through the instrumentality of 
certain other persons, whoever they may be, certain 
shares shall be sold and bought, and they undertake 
respectively to complete the contract with the person, 
whoever he may be, who buys on the one hand or 
sells on the other, although there is perhaps no 
identity between what the one sells and the other 
buys in respect of several such particulars as the 
date, the number of shares, the consideration, and 
even the time for completion.^ In the cases cited 
it was strongly urged in argument that in t 
absence of such identity there could be no contract 
between the ultimate parties ; but the objection was 
met by considering the usage of the Stock Exchange, 
under which the purchaser, upon receiving and 
retaining the transfer deeds and certificates, may 
be treated as having acquiesced in the transaction, 
and as having become, in fact, the purchaser of the 
security from the ultimate transferor. 

The transferor is accordingly bound from the Liabmtios 
beginning to deliver the securities on the day fixed, fio""'" 
or within the time allowed by the rules ; and he 
may be compelled to execute a proper transfer. He 
must also do whatever is necessary to entitle him- 
self to deliver them ; for example, he must pay all 
calls which have become due before execution of 
the transfer. It seems to have been formerly 
thought that the duty of the transferor would 
further extend to the procuring of the consent of 
the directors, if required, to the registration of the 
transfer, and that in fact the whole contract of sale 
was conditional on the ultimate introduction of the 

• Qrissell v . Bnstowe v. Wood (1867), L. E. 5 Eq. 

(1869), L. E. 3 C. P. 112 ; 4 9; Sheppard v. 7' ' 

0. P. 36 ; Hawliims v. Maltby (1868), 16 W. K. 948. 
(1869), L. E. 4 Ch. 200 ; Evans 
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purchaser's name on the list of shareholders ; ^ but 
it is now settled that a sale on the Stock Exchange 
does not import any undertaking on the part of the 
seller that the company will register the transfer;^ 
nor, on the other hand, is any such undertaking 
implied on the part of the buyer.* The principle 
upon which all questions as to the rights and 
liabilities of the parties may be decided is this, that 
from the moment when the contract is entered into 
the transferor becomes a trustee of the security for 
the immediate buyer or his nominee, and is, there- 
fore, until registration of the transfer, in the position 
of legal owner without any beneficial interest. From 
this it follows directly that he is liable to account 
for any dividends which he may receive, or for any 
bonus or new shares which may be issued to him 
while his name remains on the register, in right of 
the shares which he has contracted to sell.* 
of faaM-^^ And in the same way the transferee is bound from 
'"**• the beginning, that is to say, from the moment when 

the contract was entered into on his behalf, to pay 
for the securities when the time comes, and to take 
upon himself at once all the habilities which attach 
to the ownership of the shares which he has 



1 Sermingham v. Sheridan 1 Ir. E. 376, C. A. 

(1860), 33 Beav. 660. * StewaH v. lyupton (1874), 

^ London Founders' Asso- 22 W. R. 855. Questions 

elation v. Clarke (1888), 20 have arisen with reference to 

Q. B. D. 576, C. A. ; Stray v. American shares, whether a 

Eussell (1860), 1 E. & E. buyer may, by delay in regis- 

888 ; Evans v. Wood (1867), tering, impose this burden on 

L. E. 5 Eq. 9 ; JECodgMnson v. the seller for an indefinite 

Kelly (1868), h. E. 6 Bq. period. The Stock Exchange 

496 ; Holmes v. Symons Committee maintain that pur- 

(1871), L. E. 13 Eq. 66. As chasers ought to register, and 

to sales not on the Stock that if they neglect to do so 

Exchange, see WilMmon t. within a reasonable time they 

Lloyd (1845), 7 Q. B. 27. must accept the consequences. 

» Casey v. Bentley, [1902] 
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contracted to buy, although he may perhaps have 
bought them from a dealer who is not the owner 
of them. At this stage the liability of the intending 
transferee is only towards his immediate seller ; but 
it is, as we have seen in the last chapter, the same 
whether such seller is or is not the ultimate trans- 
feror. As soon, however, as the transferee, or his 
broker on his behalf, has accepted the name passed, 
a contract arises between the ultimate parties, which 
binds him at least to accept the transfer, and pay 
for the shares. It is immaterial at this point whether 
there is any further contract implied in law, because 
if the company is solvent and he does not accept 
and pay for the transfer, the shares will be sold 
out against him ; and if the company is insolvent, 
the damages recoverable against him for non- 
acceptance would be the same as if there was a 
complete contract of indemnity. But it is clear 
that when the transfer is accepted, and the price 
paid by the broker of the transferee, the contract 
is complete between the ultimate parties.^ 

The transferor, who has been hitherto in the Right of 
position of a trustee for his immediate buyer, there- to^Sfdem^ 
upon becomes a trustee for the transferee, or rather, "'y- 
for the equitable owner of the shares for the time 
being ; the intermediate parties are, as we have seen, 
discharged from aU further liability, and the trans- 
feror becomes entitled to indemnity from the equitable 
owner. Thus, for instance, if in consequence of his 
name remaining upon the register of shareholders he 
is compelled to pay any calls made subsequently to 



^ Bowring v. Shepherd mencement of the winding up 

(1871), L. K. 6 Q. B. 309, per of a company, see Rudge y. 

Brett, J. As to contracts Bowman (1868), L. E. SQ. B. 

and transfers after the com- 689. 
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the sale, he may recover the amount,^ although the 
transfer deeds may never have been executed by the 
transferee.^ It is, in fact, the duty of the transferee 
to execute the deeds and cause them to be registered,^ 
although by the Companies Act, 1867,* durectors are 
authorised to transfer on the application of either 
transferor or transferee. But if the company, having 
power to do so, refuse to register the transfer, the 
transferor is not entitled to rescind the contract, or 
to a decree of specific performance to compel the 
transferee to procure registration in his own name 
or in that of a nominee.^ 

A mortgagee of shares, where the mortgage is in 
the common form of an absolute transfer, becomes 
himself the legal owner; but when the mortgage 
debt is paid off, and the mortgagor has elected to 
take a re-transfer of the shares, the parties stand in 
the position of transferor and transferee, and the 
mortgagee is entitled to indemnity accordingly.* 
Equitable After Completion of the purchase, the real equitable 
tcTindem- ^ owner of the shares, who is liable to indemnify the 
^^^' transferor, is the person by whom they are purchased 

and paid for, quite independently of the name in 
which they are registered. Thus, in the case of 
Castellan v. Hobson,'^ where the real buyer had 
passed the name of one of his workmen as the 
transferee with a view to evade future liability, and 
where there was therefore no privity of contract 

1 Evans v. Wood (1867), L. v. Kenward (1858), .S DeG. & 

E. 5 Eq. 9 ; Casey v. Bentley, 3. 27 ; Shaw v. Fisher (ISbi), 

[1902] 1 Ir. R. 376, C. A. ; 5 De G. M. & G. 596. 

HodgUTison t. Kelly (1868), < 30 & 31 Vict. c. 131, s. 26. 

37 L. J. Ch. 837. <• Casey v. Bentley, [1902] 

" Hawkins v. Maltty (1869), 1 Ir. E. 376, 0. A. 

L. B. 4 Ch. 200 ; Loring v. = Pheni v. Gillan (1845), 5 

Davu (1886), 32 Ch. D. 625. Ha. 1. 

3 Morris v. CannoniW62\ ? (1870), L. E. 10 Eq. 47. 
4 De G. F. & J. 581 ; CheaU 
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between him and the seller, it was held that the 
workman, a man of straw, having no right to receive 
anything in respect of the shares, and no power of 
disposition over them, could not be said to be the 
owner, and the real buyer was held liable to indem- 
nify the seller against calls which had been made. 
In this case the transfer had not been registered ; 
but in the subsequent case of Brown v. Black,^ where 
under similar circumstances the real buyer had de- 
sired that his own name should not be used, but had 
caused the shares to be registered in the name of an 
infant transferee, this was not considered to affect 
the question. The registration was void as between 
the company and its creditors, and on the wind- 
ing up of the company the liquidators restored the 
name of the seller as a contributory. He was held 
to be a trustee of the shares for the person whose 
money reaUy bought and paid for them, and from 
that person he was therefore held entitled to claim 
indemnity. 

The doctrine of trusteeship was not formerly Not aepen- 
recognised by the Common Law Courts, and we privity of 
accordingly find this question there treated quite °^* '°^" 
differently. They were constrained to hold that 
the right to indemnity arose out of a contract 
between the parties, and they therefore concluded 
that after execution of the transfer deed it was not 
possible for the seller to claim indemnity against 
anyone other than the transferee therein named, 
because it would be impossible to fix anyone else 
with privity .2 Now, however, the equitable prin- 
ciples above stated are equally applicable to cases 

1 (1873), L. E. 15 Eq. 363 ; HuinUe t. Langston (1840), 7 

ib. 8 Ch. 939. M. & W. 517 ; Walli^r v. 

^ Lord Torrington v. Lowe BaHlett (1856), 17 0. B. 446. 
(1868), L. B. 4 0. P. 26; 
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in all the Courts, and it is no longer necessary 
to establish privity in order to support a claim for 
indemnity.! 

An indemnity may, no doubt, in many cases be 
claimed from persons other than the equitable 
owner ; for example, in the cases we have just dealt 
with, the seller would, no doubt, in theory have 
been entitled to his remedy against the transferee ; 
or again, a person may so conduct himself as to be 
precluded from denying that he is the purchaser, 
and he may be bound to indemnify the seller not- 
VTithstanding that some other person is the real 
equitable owner.^ 

It is to be observed that the question of the right 
to indemnity does not depend on the question 
whether the list of shareholders or contributories 
can be altered. The latter is a question purely 
between the shareholder and the company, that is 
to say, between him and all the other shareholders 
in the company, and has not the slightest effect 
upon the equities which may exist between the 
buyer and the seller of the shares ; while the question 
whether the buyer shall indemnify the seller against 
the consequences of remaining a shareholder is one 
with which the rest of the shareholders have nothing 
to do ; and, therefore, a refusal by the liquidators 
of a company to register a transfer wiU not relieve 
the transferee from his liability to the transferor.^ 

And this right to indemnity will, on the same 
principle, continue after registration of the transfer, 
for the transferor may still, in the event of a 



' See Sardoon t. Beliliot, 
[1901] A. C. 118, P. C. 

' Shepliard v. Gillespie 
(1869), L. E. 5 Eq. 293 ; ib. 3 
Ch. 764. 



' HodgMnson v. 
(1868), L. R. 6 Eq. 500 ; Fen- 
wiek V. Bueh (I871),_19 W. 
B. 597 ; Casey v. 
[1902] 1 Ir. E. 376, C. A. 
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winding up of the company within twelve months, 
become liable to calls as a contributory in class B., 
if the registered holder of the shares is unable to 
pay ; and, further still, the right to indemnity will 
remain even after the transferee has again sold and 
transferred the shares to a third party.i 

This claim for indemnity, as well as all other Death, 
rights and remedies arising out of the contract 
between transferor and transferee, will pass to the 
personal representatives of the parties in the event 
of death ; and will give rise to a provable claim in 
the event of the bankruptcy of the transferee.^ 

In the case of Stephens v. De Medina ^ it was when 
held that the purchaser of registered shares trans 
ferable only by deed must tender a transfer deed to ^?^''^ '""'■ 
the seller for execution before he can enforce the cedent, 
contract by action. In the conveyance of real 
property, if no special provision is made in the 
contract, the expense of the conveyance falls on 
the purchaser, and it is his duty to prepare and 
tender it. And the practice is the same with regard 
to terms for years ; and now, since the decision of 
this case, the rule is the same for conveyances of 
property in shares, — the purchaser must bear the 
expense of stamps and transfer, and the tender of 
the transfer to the vendor for execution, in cases 
where a deed is necessary, is a condition precedent 
to an action for not transferring the shares. 

On the other hand, it is the custom of the Stock 
Exchange for the seller to prepare a deed of transfer 
into the name of the purchaser (but at the expense 

» Xellock V. Mnthmen ^ (1843), 4 Q. B. 422 ; fol- 

(1874), L. E. 9 Q. B. 241 ; lowed in Bowlly v. Bell 

Roberts v. Crowe (1872), L. E. (1846), 3 C. B. 284. See also 

7 C. P. 629. FranJilyn v. Lamond (1847), 

» 46 & 47 Vict. c. 62, s. 37. 4 0. B. 637. 
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of the latter), and the tender of this deed duly 
executed is a condition precedent to a claim for 
payment of the purchase-money. It would seem, 
therefore, that the above case could not be treated 
as an authority where the transaction has been 
intended by the parties to be completed in accord- 
ance with the usages of the Stock Exchange ; and, 
even in transactions which are independent of those 
usages, a question might arise as to whether it 
would apply where the instrument of transfer used 
is that required by the more recent Companies Acts, 
alluded to below. 

The method of transferring shares, and the quali- 
fications, if any, which may be imposed on the right 
of the holder to transfer them, will depend in each 
case upon the constitution of the company, and the 
provisions of the articles of association. The shares 
may be transferable by delivery, by indorsement, or 
by execution of a deed or other instrument in writing 
to be registered at the of&ce of the company ; and 
the registration may or may not require the assent 
of the directors. 

The following form is that generally used for 
instruments of transfer. It is similar to that given 
in the Companies Clauses Act,i and in the Com- 
panies Acts of 1866 2 and 18623 ;_ 



I, A. B., of- 



, in consideration of the sum of &- 



paid by C. D., of- 



-, hereinafter called the said transferee, 



do hereby bargain, sell, assign, and transfer to the said trans- 
feree, shares, numbered to [or, £ , 

consolidated stock, or as the case may ie], of and in the under- 
taking called the company, to hold unto the said 

transferee, his executors, administrators, and assigns, subject 
to the several conditions on which I held the same immediately 



1 8 & 9 Vict. c. 16. 
' 19 & 20 Vict. c. 17. 



' 25 & 
Table A. 



26 Vict. c. 89, 
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before the execution hereof ; and I, the said transferee, do 
hereby agree to accept and take the said shares [or stock], 
subject to the conditions aforesaid. 

As witness our hands and seals this day of , in 

the year of our Lord one thousand, &c. 

Signed, sealed, and delivered, &c. 

There is generally appended to the transfer a note considera- 
to the effect that the consideration money set forth '°° money. 
in it may differ from that which the first seller will 
receive, owing to sub-sales by intermediate buyers, 
but that the Stamp Act requires in such case that 
the consideration money paid by the ultimate pur- 
chaser shall be the -one inserted in the instrument, 
as regulating the ad valorem duty.i Cases have 
occurred where the transferor has refused to execute 
a deed containing an apparent acknowledgment by 
him of the receipt of a sum larger than that really paid 
to him 2 ; and the Courts seem to have considered that 
in the absence of such an explanatory note on the 
face of the. instrument, he would be justified in 
refusing to sign what is not in fact the truth.^ The 
form might be improved by the addition of a very 
few words, setting out the real nature of the trans- 
action so as to be intelligible to persons who are 
ignorant of the practice of the StocJi Exchange.* 

Shares may be transferred by instruments in informal 
other forms,* but it is desirable for convenience of 
registration to adopt the one given above. For 
example, if a deed of transfer includes a convey- 
ance of other property, it might be extremely 



transfers. 



'■ When a call becomes pay- 
able between bargain and 
transfer, so that the transfer 
can only be registered after 
call paid, the Committee have 
required the amount of the 
call to be included in the con- 
sideration, and stamp duty 



paid accordingly. This is not 
required at Somerset House. 

» Mewhurn v. Maton (1869), 
20 L. T. 449. 

» Case V. M'Clellan (1871), 
20 W. E. 113. 

* See Copeland v. N. E. R, 
Co. (1856), 6 B. &; B. 277. 
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mconvenient to leave it at the office of the company, 
and indeed, if it were in complicated form, the secre- 
tary might be justified in refusing to register it.^ 

Under the Companies Clauses Act it is necessary 
that all transfers of shares should be by deed,^ but 
under the Companies Act of 1862 shares are to be 
transferable in the manner provided by the regula- 
tions of the company, which may or may not 
require the execution of a deed.' For example, 
under the provisions of Table A. of this Act, which 
constitute the regulations of every limited company 
formed under the Act, unless excluded or modified 
by the articles of association, it is only necessary 
that the " instrument " of transfer be executed by 
the transferor and transferee ; there is, apparently, 
nothing to make the sealing or delivery of a deed 
compulsory. 

In the case, therefore, of a company subject to 
the Companies Clauses Act, or of a company whose 
regulations require a transfer to be by deed, a 
transfer in blank, that is to say, signed by the 
transferor, leaving a blank for the name of the 
transferee, or for the description of the shares, being 
wholly inoperative as a deed, is void at law,* and 
does not become valid by the subsequent filling up 
of the blanks and the registration of the transfer, 
unless the blanks are filled up and the instrument 
is thus completed by or in the presence of all the 
parties to it, or by their authority given under seal.^ 



' M. T. General Cemetery 
Co. (1856), 6 E. & B. 415. 

2 8 & 9 Vict. c. 16, s. U. 

' 25 & 26 Vict. 0. 89, s. 22. 

* HibMethwaite v. M^Mo- 
rine (1840), 6 M. & W. 200 ; 
Swan V. North Sritish 
Austi'alaslan Co. (1862), 7 



H. & K 603 ; 2 H. & C. 175 ; 
Sooiiti Ginirale de Paris v. 
Walher (1885), 11 App. Cas. 
20, H. L. 

" Powell v. London and 
Provincial Sank, [1893] 2 
Ch. 555, C. A. 
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But, inasmuch as the contract for the sale of the Effect upon 
shares is binding from the moment it was made, *'^^™"t^'"='- 
quite independently of any deed, or even of any 
writing, the mere execution of a void deed will of 
course not prevent the party from being held to his 
bargain, or from being hable in equity to execute a 
proper legal transfer^ ; this question will depend 
entirely upon the-vaUdity of the original contract.^ 

Where the regulations of the company, as in the wiien valid. 
great majority of cases, do not require the instru- 
ment of transfer to be under seal, a blank transfer 
will be perfectly valid, although purporting to be 
executed as a deed, for the addition of a seal will 
not render the instrument less effectual than it 
would have been vsdthout a seal.^ Nevertheless the 
practice of using blank transfers, which is not 
uncommon in loan transactions, is open to many 
objections, and the Committee of the Stock 
Exchange will not interfere (except under special 
circumstances) in any question arising out of the 
delivery of securities by transfer in blank, nor 
compel a buyer to ' accept dehvery of transfers 
so executed. 

It is usual for the directors of a company to Certificates. 
require the production of the certificates before 
allowing a transfer to be registered, but this seems 
to be a matter entirely within their discretion. The 
fact of the name of the transferor being on the 
register is (in the absence of fraud), so far as the 
company is concerned, conclusive as to his legal 



1 Morris v. Cannan (1862), 
i De G. F. & J. 581. But as 
to pcrip, see Jackson v. Cocher 
(1841), 4 Beav. 59, and 
Beckitty. Bilbro%gh (1850), 
8 Ha. 188. 

S.E. 



^ See Tayler v. &reat 
Indian Peninsular Railway 
Co. (1859), 4 De G. & J. 559. 

' Ortigosa t. Brown (1878), 
38 L. t! 145 ; Ex parte Sar- 
gent (1874), L. E. 17 Eq. 273. 

9 
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title, and the certificate is a solemn affirmation 
under the seal of the company that his name 
is on the register as the owner of the shares or 
stock.i It is given in order to enable him, upon a 
sale of his shares, to prove his title to thern to the 
satisfaction of a purchaser, and is, by statute,^ primS, 
facie evidence of his title to the shares. But if the 
registration has been procured by fraud, as, for 
example, by forged transfers, the title of the true 
ov7ner is not affected, and his name may be ordered 
by the Court, on proof of the fraud, to be restored to 
the register after the lapse of any number of years.^ 
The share certificate in the name of the transferee 
would in that case be cancelled ; but inasmuch as 
the company issue these certificates for the purpose 
of being acted upon, and as evidence of title, any 
innocent purchaser, who has bought on the faith of 
the certificate, would have an absolute right to 
indemnity from the company for any damage he 
may have sustained.* 

It does not follow that the actual holder of a 
share certificate will have a similar right of indemnity 
against the company. In the ordinary course, the 
purchaser is registered, and the certificate issued to 
him, in consequence of his presenting the transfer 
for registration, and if that transfer afterwards turns 

1 Shropshire Union, ^o. Co. Railway Co. (1889), 2i Q. B. 
v. R. (1875), L. E. 7 H. L. D. 77, C. A. 
496 ; Re Bahia and San * Re BaMa and San Fran- 
Francisco Railway (1868), cisoo Railway Co. (1868), 
L. E. 3 Q. B. 584 ; Shaw v. L. E. 3 Q. B. 584 ; Simm v. 
Port Philip Gold Mining Co. Anglo - American Tel. Co. 
(1884), 13 Q. B. D. 103. (1879), 5 Q. B. D. 188, C. A.; 

" 8 & 9 Viot. c 16, s. 12 ; JSart v. Frontino, ^c. Co. 

and 25 & 26 Viot. c. 89, s. 31. (1870), L. E. 5 Ex. Ill ; 

' Barton v. N. Staff. Rail- Bishop v. Balkis Co. (1890), 

way Co. (1888), 38 Ch. D. 25 Q. B. D. 77. 
458 ; Barton v. L. ^ N. W. 
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out to be irregular, a certificate so issued cannot as 
a general rule give him any right against the 
company, such as would accrue to any third person 
innocently acting on the faith of the statements 
contained in a certificate. If, however, the person 
to whom a certificate has been issued has in good faith 
acted upon it so as to alter his position, the company 
will be estopped from denying that he is the 
proprietor of the shares.^ Thus, where an owner of 
shares, having transferred them to persons who were 
duly registered as proprietors, afterwards fraudulently 
executed a transfer in favour of another person, and 
such other person received a certificate stating that 
he was the proprietor, and on the faith of such 
certificate bona fide sold the shares, it was held that 
the company was estopped from denying his title, 
and the company having refused to register the 
transfer to the purchaser, that it was liable to pay 
by way of damages the price of other shares which 
the holder of the certificate had been compelled to 
buy in order to fulfil the contract of sale.i Where 
the holder of the certificate has not altered his 
position on the faith of it, his only legal remedy if 
the certificate is cancelled would be against his seller. 
This is the remedy enforced on the Stock Exchange, 
where, without regard to any Statutes of Limitation, 
the Hability is traced back through all the inter- 
mediates as near as possible to the source of the 
fraud ; that is to say, the broker who sold the stock 
would be made primarily responsible ; if he cannot, 
owing to lapse of time, be found, it may happen that 
the jobber who dealt vnth him, or some other innocent 
party even more remotely connected with the fraud, 



1 SalTiis Consolidated Co. Diamond Mines, [1893] 1 Oh. 
V. Tomkinson, [1893J A. C. 618, C. A. 
396, H. L. ; In re Ottos Kopje 
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may have to bear the loss. This is a valuable safe- 
guard to the investing public; but a widespread 
movement is taking place to obtain a change of the 
law, so as to give to the investor in all oases the 
security of a guarantee, by the companies of their 
certificates, and to the intermediates an absolute 
release. 

A company is not in any case precluded from 
showing that a certificate is a forgery, and that it 
has been sealed and issued by the secretary fraudu- 
lently for purposes of his own; nor is a company 
estopped by any such forged certificate from dis- 
puting the title of the holder, or in any way 
responsible for the fraudulent acts of the secretary, 
either to him or any other person.^ The case of 
Shaw V. Port Philip Mining Co.,^ so far as it is 
an authority to the contrary, must be considered 
overruled. 

On the Stock Exchange the transfer deed must, in 
order to constitute a valid delivery of the security, 
either be accompanied by the share certificate, or, it 
must be officially certified on the transfer that the 
certificate is at the office of the company. Or, if the 
seller does not happen to have a certificate represent- 
ing the exact amount sold, his broker deposits the 
certificate with the company, or with the secretary 
of the Share and Loan Department of the Stock 
Exchange, and gets noted on the deed a memoran- 
dum that it has been so deposited. This memoran- 
dum or " certification," as it is called, is treated 



' Ruben v. Gt. Fingall Con- 
solidated, [1904] 2 K. B. 712, 
C. A. See also Whitechurch 
T. Cavanagh, [1902] A. C. 
117, H. L. ; Tliorne v. Seard, 
[1895] A. C. 495, H. L. ; 
British Mutual Sank v. 



Charnwood Forest Railway 
Q887), 18 Q. B, D. 714, C.A.; 
Bank of Ireland v. Evani 
Trustees (1855), 5 H. L. Gas. 
389 
2 '(1884), 13 Q. B. D. 103. 
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in the House as a sufBeient acknowledgment, and 
is accepted in lieu of the certificates themselves, 
although the security afforded by the certification 
by the secretary of a company has been much 
weakened by recent decisions in the law courts. 
In the first place, this certification does not bind 
the company unless made under its seal, being a 
"representation as to credit" which, under Lord 
Tenterden's Act,i requires the signature of the party 
to be charged therewith in order to found an action.^ 
Secondly, a company does not, in permitting its 
secretary to certify transfers, authorise him to do 
more than give a receipt for certificates actually 
lodged with the company. If he fraudulently gives 
a certification, acknowledging the receipt of certifi- 
cates which have not in fact been lodged, the com- 
pany is not estopped thereby from setting up the 
true facts, and showing that the proposed transferor 
has no title to the shares he assumes to transfer.^ 
Thirdly, it has been held that the directors of a 
company (and k fortiori the secretary) have no 
power to issue certifications which would estop 
the company from denying that the stock represented 
by a deposited certificate is good — when in fact it is 
perhaps non-existent, and perhaps beyond the 
powers of the directors to call into existence.^ 
The railway companies now no longer certify 
transfers. The certification by the secretary of 
the Share and Loan Department, however, con- 
stitutes the transfers a valid delivery under 
rule 104. 

1 9 Geo. IV. c. li, s. 6. p. 132. Compare In re Con- 

2 Bishop V. BalMs Co. cessions Trust, McXay's case, 
(1890), 25 Q. B. D. 77. [1896] 2 Ch. 757 ; Longman 

3 Whiteahuroh v. Cava- v. Bath Meetric Tramways, 
nagh, [1902] A. C. 117, H. [1905] 1 Ch. 646. 

L. : and see cases cited ante, 
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It remains to consider the effect of loan trans- 
actions where the security consists of shares 
intended to be deposited without actual transfer. 
If, for example, share certificates alone are deposited, 
unaccompanied by any instrument of transfer, an 
equitable mortgage is created which is good against 
subsequent incumbrancers i; and, usually, the certifi- 
cate contains an engagement by the company that 
no transfer will be registered without its production, 
upon which, as against the company, the holder is 
entitled to rely.^ But if the mortgagor is in truth 
merely a trustee for another, or a limited owner, 
or has created prior incumbrances, the equitable 
mortgagee would of course have no better or greater 
interest than his mortgagor.' 

Giving notice to the company has, generally 
speaking, no binding effect whatever, there being 
no obligation under the Companies Acts upon any 
company to accept notices of equitable interests ; but 
it may operate as a notice to them not to allow a 
transfer without giving a reasonable time for the 
party giving the notice to put his claim in force by 
applying to the Court to restrain a transfer, and will 
prevent the company from acquiring a Hen on the 
shares to the prejudice of the mortgagee.* 

It has been contended that in the event of the 
bankruptcy of the mortgagor who has deposited the 
certificates, but remains on the register as apparent 
owner, the right to the shares would pass to the 
trustee in bankruptcy under the order and disposi- 



' Sociite Cfenirale de Paris 
V. Walker (1885), 11 App. 
Cas. 20. 

^ But see Rainford v. Keith, 
[1905] 1 Ch. 296. 

* Shropshire Union, ^o. Co. 
V. B. (1875), L. E. 7 H. L. 



496 ; Moore v. North- Western 
SanJt, [189112 Ch. 599 ; and 
see cases cited ante, p. 80. As 
to the mortgagee's remedies, 
see p. 21. 

" Bradford Banking Co. t. 
Bri{/gs(18S6), 12 A. C.29,H. L. 
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tion section of the Bankruptcy Act.i It was, 
however, after some difference of opinion in the 
Court of Appeal, decided in the House of Lords^ 
that the shares were " things in action " within the 
meaning of the proviso in that section, and the 
claim of the equitable mortgagees prevailed. 

If the deposit of certificates is accompanied by Effect of 
transfers executed in blank, the very important ullk" 
question arises how far such blank transfers operate 
as an estoppel; that is to say, how far a person, 
who negUgently executes a transfer in blank, 
would be bound by it in an action by an inno- 
cent person who has acted upon the faith of its 
being valid. The effect of a blank deed, where the 
articles of the company required the transfer to be 
under, seal, was very much discussed in the well- 
known case of Swan v. N. British Australasian 
Company,^ in which, after considerable difference of 
opinion, it was held by some of the judges that 
where a deed is void in that way there could be no 
estoppel. In that case the transfer deed had been 
executed altogether in blank ; the person who 
executed it owned shares in two companies, and 
gave authority to his broker to fill it up with 
shares in one company, and the broker filled it 
up with shares in the other company, which were 
afterwards transferred to an innocent person. The 
Court held that the whole thing was a forgery, and 
that the proximate cause of the loss was not the 
negligent execution, but the forgery by the broker. 
The decision does not go the length of saying that 
if the broker had filled it up with the same shares 
which he was authorised to insert, the deed being, 

I 46 & 47 Vict. c. 52, s. 44. ^ (1862), 7 H. & N. 603|; 2 

-' Colonial Bank Y-Whinriey H & C. 175, Ex Ch. 
(.188.5) 11 App. Cas. 426. 
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nevertheless, void in law, because executed in blank, 
the principal might not then have been estopped. 

A person who has signed a negotiable instrument 
in blank, is, if sued by a bonS, fide holder for value 
without notice, estopped from disputing any altera- 
tion made by filling up the blanks, unless it be 
clearly fraudulent on the face of it. But neither 
deeds, nor the usual instruments of transfer which 
purport to be deeds, are negotiable instruments. 
Nor is it possible to say that a person receiving a 
blank transfer is a holder without notice, because 
he necessarily has notice that the documents require 
to be other than they were when he received them 
in order to pass any legal right or interest. There- 
fore, on each of these grounds, the general rule above 
stated is inapplicable to blank transfers. The per- 
son taking such a transfer is put upon inquiry, and 
acquires no more right or interest in the security 
than the person from whom he takes it, and would, 
even after registering the transfer in his own name, 
be in no better position than his immediate trans- 
feror if sued by the true owner of the security.^ 
But if the person depositing the blank transfer is 
himself the registered true owner, his act would of 
necessity imply an authority to the depositee to fill 
in the blanks in whatever way is necessary to 
complete his security, and to insert his own, or 
possibly some other, name as transferee. Bach 
succeeding holder then confers on the bonfij fide 
holder for value of the certificates for the time being 
the same authority to fill in the name of his trans- 
feree, and is estopped from denying such authority, 
and to this extent, but no further, he is estopped 
from denying the title of such holder for the time 

1 France v. Clark (1884), 26 Ch. D. 257 ; and cases cited 
ante, p. 80. 
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being. But this authority would still remain subject 
to any limitation put upon it by the true owner, 
and could not affect the instrument of transfer with 
the character of negotiability. The practical effect of 
these considerations is, that a blank transfer is a good 
security only when deposited by the actual owner of 
the shares, or else when accompanied by an autho- 
rity from him, enabling the holder to deal with it. 

It may be said, therefore, speaking generally, that Prior equit- 
the transferee, as between himself and his trans- terests.' 
feror, takes the place of the latter, both as regards 
the past and the future ^ ; and, with respect to the 
rights of third persons claiming a prior equitable 
interest, the rule is, that in the case of any negotiable 
securities transferable by delivery, such as ordinary 
securities to bearer, the title of a bon^ fide pur- 
chaser for value, if acquired without notice of any 
such prior interest, cannot be impeached ^ ; and the 
same rule applies to registered securities where a 
valid transfer has been executed, and a complete 
and unconditional^ legal right to be registered has 
been acquired.^ But in the case of registered 
securities, a person who has acquired only an equit- 
able title will take subject to all prior equitable 
rights and interests.^ 

An instrument is called negotiable when the legal Negotia- 
right of the property secured by it passes by its seountles. 

1 Mayhew's case (1854), 5 812 ; Waterhouse v. Jamieson 
De G. M. & G, 837. (1870), L. E. 2 Sc. App. 29 ; 

2 Qorgier v. Mieville (1824), Donaldson v. Gillot (1866), 
3 B. & C. 45 ; Edelstein y. L. K. 3 Eq. 274 ; Ex parte 
Sclmler, [1902] 2 K. B, 144 ; Sargent (1873), L. E. 17 Eq. 
and cases cited ante, p. 80. 273 ; Roots v. Williavison 

' See Moore v. Mrth- (1888), 38 Ch. D. 485 ; Sen- 
Western Bank, [1891] 2 Ch. tinoh v. London Joint StocJi 
599. Sank, [1893] 2 Ch. 120. 

* Dodds V. Sills (1865), 2 ' Moore v. J^orth- Western 

Hem. & M. 424; Ward v. .Baw/j, [1891] 2 Ch.599 ; and 

S. M. R. Co. (I860), 2 E. & E. cases cited ante, p. 80. 
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delivery, and when the person to whom it is 
delivered, provided he takes it in good faith and for 
value, and without notice of any defect in the title 
of the person from whom he takes it, acquires a 
good title to it free from any such defects.^ Although 
an instrument may be saleable in the market, and 
treated in many respects like cash, yet if by a 
transfer of it nothing passes but a right to sue on 
it in the name of the transferor or original party to 
it, such an instrument is not properly speaking 
negotiable. It may be laid down as a safe rule, 
that where an instrument is by ancient custom or 
universal modern usage ^ transferable like cash by 
delivery, and is also capable of being sued upon by 
the person holding it pro tempore, it is entitled to 
the name of a negotiable instrument. 
Foreign Thus, in the case of Goodwin v. Eobarts,^ it was 

decided that the scrip of a foreign loan may be 
shown to be transferable to bearer by general usage 
where there is no enactment or agreement to the 
contrary; and such usage was shown to exist in 
aU the stock markets of Europe with reference to 
the Eussian and Hungarian Government loans 
which were in question in that case.* It has also 
been held that American Government bonds 
which have been " called in," cease to be negotiable 
instruments at the time fixed for repayment. This 
was decided by the Court of Claims, to whom 
the question had been referred by the Treasury 



• See cases cited ante, p. 80. bonds for good cause shown. 

" Goodwin v. Roiarts * See also London Joint 

(1876), 1 A. C. 476, H. L. StocTi. Sank v. Sintmom, 

3 (1876), 1 A. C. 476, H. L. [1892] A. C. 201, H. L. ; 

The French Government will, Bentinch v. London Joint 

subject to notification in the Stock Bamk, [1893] 2 Ch. 120;- 

Bulletin Offioiel, restrain the Gorgier v. Mieville (1824), 3 

negotiability of individual B. & C, 45. 
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Department of the United States, but has since 
been reversed on appeal. 

In another case the same rule was applied to Scrip 
establish the negotiability of scrip certificates of 
shares in a banking company before insertion of the 
name in which the shares were to be registered,'- the 
evidence in this case being applicable to similar 
certificates in railway, mining, gas, water, and 
other companies. Company debentures to bearer Debentures 
are now judicially recognised as negotiable, no " '*'^^'^' 
evidence of usage being necessary.^ 

American railway shares have for a long time American 
passed from hand to hand and been treated on the stiaresf 
Stock Exchange as securities to bearer, but inas- 
much as they do not fulfil the condition of being 
capable of being sued on by the holder they are held 
not to be negotiable.^ The share certificates are issued 
to the registered shareholders, and contain on the 
back a blank form of transfer with a blank power 
of attorney to execute a surrender and cancellation 
of the certificate. These are signed by the share- 
holder on selling his shares, and when this signed 
blank transfer reaches the hand of some holder who 
desires to be registered, his name is filled in, and 
the certificate sent to the office of the company in 
America, who proceed to cancel it, register the 
transferee, and issue to him a new certificate. The 
only complete transfer appearing, from the form of 

1 Rumhall v. The Metro- v. BarneU (1846), 12 C. & F. 
poUtan Banli (1877), 2 Q. B. 787, H. L. 

D. 194. 3 Colonial Bank v. Sep- 

2 Eieldein v. Sohuler, worth (1887), 36 Oh. D. 36 ; 
[1902] 2 K. B. 144; Bechu- London and County Bank v. 
analancL Exploration Co. v. London and River Plate 
London Trading Bank, [1898] Bank (1887), 20 Q. B. D. 232 ; 
2 Q. B. 658. As to Exchequer Williams v. Colonial Bank, 
Bonds, see Wookey v. Poole Colonial BankY.CadyQ.S90), 
(1820), 4 B. & A. 1 ; Brandao 15 App. Gas. 267, H. L. 
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the certificate, to be contemplated by the company is 
by registration, and the delivery of the certificate 
and blank transfer confers an inchoate title only, 
which is liable to be defeated by a third party 
acquiring in good faith and for value a complete 
legal title by transfer and registration. Nor is a 
person who has signed the power for the purpose 
only of procuring registration thereby estopped 
from setting up his title against third parties.^ 
speciflo per- Specific performance of a contract may be decreed 
ormance. j^ cases where the securities contracted to be sold 
are not currently dealt in or always to be obtained 
in the market ; but in the case of current securities 
the buyer's remedy for breach of the contract wUl 
generally be confined to an action for damages. 
This was decided with reference to South Sea 
stock in the leading case of Cuddee v. Eutter,^ where 
it was considered that the plaintiff would not suffer 
at all by the non-performance of the agreement 
specifically if the defendant paid him the difference 
between the contract price and the market price at 
the time of action, and this principle has been 
frequently acted on in subsequent cases.^ With 
this exception, an action will lie for the specific 
performance of the contract, if it is capable of being 
performed,* even although the directors of the 
company should refuse to allow the transfer.^ It 
may often happen, especially in a winding-up, that 
power is given to the directors or liquidators to 
refuse registration, but that is no reason why the 

1 Colonial Sank v. Cady AVbrecht (1811), 12 Sim. 189 ; 
(1890), 15 App. Cas. 267. Shaw v. Msher (1848), 2 De 

2 5 Viu. Ab. 538, pi. 21. G. & S. 11. 

^ See notes to Cuddee v. ' Poole v. Middleton (1861), 

Butter, 1 L. 0. Eq. 848. 29 Beav. 646. See, however, 

'Cliealey.KenwardQS^?,'), Casey y. Bentley, [1902] 1 

3 De G. & J. 27 ; Buncuft t. Ir. K. 376, 0. A. 
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Court should not order it to be done if it is possible,i 
because the contract between the intending transferor 
and transferee is valid vrithout the consent of the 
directors, and is independent of it. 

Specific performance has also been granted of a 
contract entered into for the sale of scrip certificates 
in a proposed railway company before its incorpora- 
tion by Act of Parliament. 2 But where shares have 
been sold in a projected company which is never 
formed, so that the subject-matter of the contract 
never has any existence, this would be otherwise. 
In such a case it has been held that a purchaser, 
who had handed over his money in advance, was 
entitled to recover it back from the vendor as on a 
failure of consideration.^ 

The transfer of Bank stock, or Government securi- Transfer of 
ties transferable at the Bank of England, is carried ment stock. 
out as foUows : — A ticket, which is printed and 
supplied by the Bank, is issued, with the name of 
the buyer inserted, by the purchasing broker, and 
passed in the same way as the ticket in the ease of 
ordinary registered securities. It is different in 
form from the ordinary ticket, in that the name of 
the transferor must be inserted by the ultimate 
selling member. The ticket is then taken to the 
Bank, where it is copied into a book kept for the 
purpose ; the transferor signs this book, and also a 
receipt* for the purchase-money, the signatures 
being witnessed by a clerk of the Bank. This 
receipt is handed over to the transferee, who is 
recommended, as a protection against fraud, to 



1 RoUns V. Edwards (1867), Beay. 59. 

15 W. E. 1065. ' Kempson v. Savmders 

2 BeoUtt V. Bilhrmgh (1826), 4 Bing. 5. 

(1850), 8 Ha. 188 ; but see ■* This receipt is exempt 

JacTison v. Cocker (1841), 4 from stamp duty. 
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sign the book also, and thereby accept the transfer. 
Transfers of Government securities can be made at 
the Bank, without fee, on any business day except 
Saturday! up to half-past two, if the ticket has been 
put forward before one o'clock, otherwise a fee of 
2s. 6d. is charged. This fee is payable by the seller, 
but it may be claimed by him from the buyer if, 
owing to delay on the part of the latter, the ticket 
has not been passed to him at least ten minutes 
before one. On the transfer of Bank stock a fee is 
always payable by the seller, amounting (inclusive 
of the transfer stamp of 7s. 9d.) to 9s. where the 
amount of stock transferred is 261. or under, and to 
12s. where it is above that sum. By the custom of 
the Stock Exchange these fees are repaid by the 
purchaser to the transferor, if a jobber, where the 
amount of stock bought is under 6001. A formal 
identification of the transferor is always required by 
the Bank, and, therefore, where he is not personally 
known to them, he must be accompanied and iden- 
tified by a broker with whom they are acquainted. ^ 
A large number of transfers are made by bankers 
and brokers under powers of attorney, which are 
prepared by the Bank of England.^ Other banks, 
and the Crown Agents for the Colonies, deal with 
transfers of inscribed stocks in a similar manner. 

' On Saturdays no ticket identifying "broker liable in 

can be put forward without a cases of forgery, 
fee of 2s. 6d., and no transfer ^ As to the liability of a 

made after one o'clock, except broker, acting under a forged 

when it happens to be consols power of attorney, see ante, 

account day. p. 49. 

2 The Bank has held the 
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DEFAULTEES. 

If a member of the Stock Exchange becomes lusoivency 
unable to fulfil his engagements in the House, he is °f "'^"'''^'•. 
upon intimation to the secretary declared a defaulter 
by direction of the chairman, deputy-chairman, or 
any two members of the Committee. The declara- 
tion of default is made publicly in the House, 
but was formerly not communicated in any way to 
the outside world, it being in fact open to doubt 
whether such a communication would not have 
amounted to a hbel ; the Committee are, however, now 
empowered by the rules to notify to the public the 
name of any member who has become a defaulter. 

It is also open to the defaulter, or his creditors, to Effect of 
institute proceedings in bankruptcy or liquidation in of default. 
the ordinary manner.^ In either case he ceases ipso 
facto to be a member of the Stock Exchange, and 
thereby ceases to be under the jurisdiction of the 
Committee. A defaulter, however, must comply 
with the rules if he wishes to be re-admitted as a 
member, and in particular, he will not be so re- 
admitted unless he, within fourteen days of his 
failure, delivers to the Official Assignee, or to his 
creditors, his original books of account, and a state- 
ment of the sums owing to and by him in the Stock 
Exchange at the time of his failure, and also, if 
required, gives up the name of any principal indebted 

1 See Menielsmhn v. Katoliff, post, p, 154, 
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to him. The creditors have also the usual power of 
making the debtor a bankrupt, although this is rarely 
done, it being more advantageous to both debtor 
and creditors that the estate should be vround up 
by the Official Assignee under the rules. It being 
prohibited by the rules for any member to be engaged 
in another business, the debts of a defaulter (with 
the exception of ordinary tradesmen's bills, for 
which, if there are any assets, provision is made) 
are confined to Stock Exchange debts and advances 
of money made to him by friends and relations, and 
it is therefore not so frequently the case as might 
be imagined that there are hostile creditors who are 
not bound by the rules, and who would proceed 
against the debtor in bankruptcy. 

The Official Assignee and his deputy are appointed 
annually by the Committee. Their duty is to obtain 
from the defaulter his original books of account, 
and a statement of the sums owing to and by him ; 
to attend meetings of creditors, and to summon the 
defaulter before such meetings ; to enter into a 
strict examination of every account ; to investigate 
any bargains suspected to have been effected at 
unfair prices ; and to manage the estate in con- 
formity with the rules, regulations, and usages of 
the Stock Exchange. 

The rules operate so as to effect an assignment 
of all the defaulter's assets to the Official Assignee, 
and this assignment, unless invahdated by bank- 
ruptcy proceedings within three months, is valid and 
effectual as against all creditors and other persons, 
whether members of the Stock Exchange or not.^ 

The effect of supervening bankruptcy was 



^ Richardson v. Stomumt, 
[1900] 1 Q. B. 701, C. A.; 



Lomas v. Grates, [19041 2 
K. B. 557, C. A. 
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discussed in the case of Cooke.^ a member, -who, on 
becoming unable to meet his engagements, and 
having been declared a defaulter, had handed over 
his assets to the Of&cial Assignee for distribution 
among his Stock Exchange creditors. Cooke stated 
that he had no debts outside the Stock Exchange, 
and the Official Assignee thereupon apportioned the 
assets among the Stock Exchange creditors ; but it 
afterwards appeared that he had outside debts, and 
he was declared a bankrupt. The trustee in the 
bankruptcy was held entitled to claim from the 
Official Assignee a return of the assets handed to 
him ; the outside creditors were not bound by what 
had been done, their rights were not affected, and 
the handing over the assets of the defaulter to the 
Official Assignee was held to amount to a cessio 
bonorum, and to be an act of bankruptcy, and 
therefore void as against the trustee. 

The assets, which formed the subject of discussion 
in that case, consisted mainly of a sum of money 
which stood to the credit of the debtor at his bank, 
for which the Official Assignee was of course held 
accountable. But though the Official Assignee is 
liable to account to the trustee in bankruptcy for 
all the assets of the defaulter collected by him, 
though distributed according to the rules, this does 
not extend to differences becoming due by reason of 
the closing of the defaulter's accounts at the hammer 
prices in accordance with the rules, because such 
differences constitute an artificial fund which never 
belonged to the defaulter, but which is created by 
the rules, and only exists for the purpose of 
distribution in a particular way.^ 

1 Ex parte SaJ'ery (1877), ^ Re Wooid , Ex parte King 

4 Ch. D. 555 ; Tomhins v. (1900), 82 L. T. 504. 
Saffery, 3 App. Cas. 213. 

S.E. 10 
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Eight ot On this principle it was held in Plumbly's case ^ 

differences, that the differences collected by the Of&cial Assignee 
in a case of default do not form part of the assets of 
the defaulter so as to pass to the trustee in bank- 
ruptcy. In that case the defaulter was indebted to 
certain non-members and unable to pay: at the 
same time he had large contracts open in the Stock 
Exchange. He filed a petition in the bankruptcy 
court, under which a receiver was appointed, and 
the same day he gave the usual notice to cause 
himself to be declared a defaulter. The Official 
Assignee proceeded in the usual way to close all 
his accounts, reducing them to a simple pay and 
receive list of differences ; and the receiver in the 
liquidation, having obtained possession of the 
defaulter's books, sent out claims in writing on the 
account day to aU members having differences to 
pay. The Official Assignee, on the other hand, not 
having the books, put up a notice in the Stock 
Exchange that all members having differences to 
pay should pay to him in accordance with the 
rules. The Official Assignee received the whole of 
the money, and was held to be entitled to it as 
against the trustee, with whom there was no privity 
of contract, and whose rights against any debtor to 
the bankrupt were not affected by what had been 
done. In the result, so far as regards any con- 
tracts entered into by the bankrupt, upon which 
there is a difference to pay, his estate is liable ; but, 
on the other hand, it is not possible for the trustee 
to recover where there is a difference to receive, 
because when the time should arrive for the comple- 
tion of the contracts the defaulter would not be 
ready himself to perform them. 

• In re Plumbly, Ex parte C. A. 
Grant (1880), 13 Ch. D. 667 
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Members of the Stock Exchange are not allowed -A^sigim.eiit 
by the rules to sell or assign their claims to non- non-mem- 
members without the concurrence of the Committee. 
Any such assignment must be immediately notified 
to the Official Assignee. 

Members are also forbidden to carry on business Dealings for 
for a defaulter for his benefit without the consent of defaulters. 
his creditors and the sanction of the Committee, 
but in the case of the default of a broker, per- 
mission is generally granted to some other broker 
to carry on his business pending the settlement of 
his affairs. Nor are members allowed to deal with 
a defaulter on his own account until he has been 
re-admitted as a member of the House. 

The fortnightly settlement of aU bargains has the Private 
elements in it of an absolute test of solvency, and 
no creditor of a member is allowed to connive at a 
private failure by accepting less than the full amount 
of his debt, and if this be done the creditor is liable 
to refund any money or securities received from the 
defaulter, provided he be publicly declared within 
two years from the time of such compromise, the 
property so refunded being applied to liquidate the 
claims of subsequent creditors. Any arrangement 
for settlement of claims, in lieu of bon§, fide money 
payment on the day when such claims become due, 
is considered as a compromise, and is subject to 
this provision. In case the Committee obtain 
knowledge of any private failure, the name of the 
defaulter is at once publicly declared. 

Differences allowed to remain unpaid for more Differences 

■,,,-, , . , on old 

than .two busmess days beyond the day on which trans- 
they become due cannot be proved against a de- 
faulter's estate, or set off against any difference due 
to a defaulter at the time of his failure. Differences 
overdue and paid previously to the dayof default do 

10—2 
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not have to be refunded. The business of the settle- 
ment each fortnight is more than can possibly be 
completed in one day. By this rule, if a member is 
declared a defaulter within two business days beyond 
that on which the payment became due, the Official 
Assignee treats the default exactly as if it had taken 
place at eleven in the morning of the pay day — that 
is, all members who have received differences have 
to refund (under Eule 157) such portion as shall 
reduce their dividends to an equaUty with the other 
creditors. Payments for stock made by the defaulter 
prior to his declaration are not, however, recover- 
able so far as the average value of the stock on the 
day of delivery ; the difference, however, between 
such average value and the actual amount paid ia 
refunded. 

The method of dealing with cases of default on the 
Stock Exchange is as follows : usually the member 
himself communicates to the secretary his inability 
to fulfil his engagements, but should he give private 
intimation to this effect to a creditor in the House, 
it is the duty of the creditor not to make any 
compromise with the defaulter, but to immediately 
communicate with the chairman, deputy- chairman, 
or two members of the Committee, in order that the 
member in default may be immediately declared. 

Immediately after the declaration of default, it is 
the duty of the Official Assignee to fix publicly the 
prices current in the market immediately before the 
declaration, at which prices all persons having 
accounts open with the defaulter must close their 
transactions by buying of or selling to the Official 
Assignee such stocks, shares, or other securities as 
the defaulter may have contracted to take or deliver, 
the differences arising from the defaulter's trans- 
actions being paid to or claimed from the Official 
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Assignee. Any dispute which may arise as to the 
prices named is decided by two members of the 
Committee, but no objection will be entertained 
unless written application is made to the Of&cial 
Assignee within two business days of the time when 
the list was posted in the Stock Exchange. Differ- 
ences are not claimed until they become due, that 
is to say, on the settling day for which the contract 
was effected. 

This closing of contracts^by the Official Assignee 
reduces the whole of the defaulter's estate in the 
Stock Exchange to a debtor and creditor Ust of 
differences, all stocks being eliminated, and the 
accounts being thereby adjusted, with the defaulter, 
as it were, dropped out of each series of bargains 
in which he may have formed part. The amount 
due by the defaulter when so adjusted has been 
held to be a " liquidated sum " within the meaning of 
the Bankruptcy Act, so as to support a petition 
against him.^ 

The Official Assignee then proceeds to summon a 
meeting of creditors, under whose direction he winds 
up the estate, and pays such dividend as it may 
afford. A certain anomaly here occurs as to the 
rights of non-members : the closing of all contracts 
with the defaulter at the prices fixed by the Official 
Assignee is binding only upon members ; a principal 
of a defaulting broker does not necessarily agree to 
have his stock so closed, but may give notice to the 
dealer of his claim to complete, such completion 
being effected at the last bargain price, provided the 
principal has himself completed his contract up to 
that date. Should the principal himself have made 
default, it is obvious that he cannot exercise this 

» Ex parte Ward (1882), 22 Oh. D. 132, C. A. 
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right, but is liable to be sued for the amount due 
at the time he made default, and for such further 
amount as may have become due upon the declara- 
tion of the broker's default. Should a dealer, having 
a contract open with a defaulting broker at the time 
of his declaration, be called upon by the principal, 
or himself call upon the principal to complete, he 
is bound, in order to maintain the absolute equality 
amongst creditors provided for by Eule 157, to pay 
over to the Official Assignee the amount of any 
differences he may receive from the principal ; and, 
on the other hand, is entitled to receive from the 
Official Assignee the amount of any differences he 
may have had to pay the principal, in so far as 
such differences exceed the difference between the 
contract and hammer prices. 
Receiving A member who has received a difference on an 

spectfveiy.' account, prior to the regular day for settling the 
same, or who has received a consideration for any 
prospective advantage, whether by a direct payment 
of money, or by the sale or purchase of stock at a 
price either above or below the market price at the 
time the bargain was contracted, or by any other 
means, prior to the day for settling the transaction 
for which the consideration was received, must (in 
case of the failure of the member from whom he 
received such difference or consideration) refund the 
same for the general benefit of the creditors ; and 
any member who has, under the circumstances above 
stated, paid or given such difference or consideration 
to a defaulter, must again pay the same to his 
creditors; so that, in each case, all persons may 
stand in the same position as if no such prior 
settlement or other arrangement had taken place ; 
and a creditor receiving under any circumstances a 
larger proportion of differences on a defaulter's 
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estate than that to which each of the creditors is 
entitled, must refund such portion as to reduce his 
dividend to an equality with the others. 

Claims are not admitted if they arise out of trans- Transao- 
actions which are prohibited by the rules, or specially reooliSsed. 
stated to be not recognised or not sanctioned by 
the Committee ; although such contracts would still 
remain good at law as between the parties to them,i 
and might be insisted on if the defaulter were 
declared a bankrupt. There are other claims which 
are not allowed to rank against the defaulter's 
estate untU aU other creditors have been paid in 
fuU, namely, claims arising from bargains for future 
accounts (Eules 81, 92, and 115), and bargains in new 
loans and securities for a date previous to that 
fixed for special settlement (Eule 133). 

In distributing the assets, all differences due to Priority of 
the defaulter are applied in priority to the settle- differences. 
ment of differences due from him. 

Should a member have delivered securities to Priority of 
a defaulter, before he has been declared, without securities 
receiving due payment of the purchase-money, he is ° '™''^^- 
entitled to the return of his securities,^ or, so far as 
regards their value at the average price on the day 
of delivery, to be paid pro rat4, and preferentially, 
out of assets resulting in any manner from such 
securities, or derived from the defaulter's own 
resources ; and, should these prove insufficient, he 
participates, as to the balance of such claims, 
with other creditors in any surety money of the 
defaulter. 

Non-members are, under certain circumstances, Claims of 

..... » non-mem- 

as we have seen, allowed an equal participation oi ters. 



I Marten v. Gibbon (1875), ^ See Burra v. Sicardo 

33 L. T. 56L (1885), Cababg & Ellis, 478. 
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assets, subject to the same conditions as members. 
This rule applies in the first instance to differences, 
and should be considered together with Eule 157 
above alluded to, but it cannot be imported into all 
the rules ; each case would have to be adjudicated 
upon by the Committee. A non- member could 
clearly not be compelled under Eule 157 to refund 
money received for differences, but if he refused to 
do so he would not be considered to be entitled to 
claim at the hands of the Committee any advantages 
under the rules. 

In the ease of loans of money made upon 
securities valued at less than the market price 
{i.e., where the money lent is less than the value of 
the securities pledged), the lender must realise his 
securities within three clear days from the declara- 
tion of the borrower as a defaulter (unless the 
creditors consent to a longer delay), or must take 
them at a price to be fixed by the Official Assignee, 
with appeal to any two members of the Committee. 
Any surplus is paid over to the Official Assignee, 
who hands it to whoever may be entitled. Should 
the security be insufficient, the difference may be 
proved against the defaulter's estate. 

No loan without security is admitted as a claim 
on the differences of a defaulter's estate ; nor is any 
such loan, when of longer duration than two 
business days, admitted as a claim on any other of 
his assets; and should any unsecured creditor 
receive payment of his loan from a member on the 
day of his default, such payment being made out of 
assets not belonging to the defaulter previously to 
that day, he must refund the amount so received 
for the benefit of the defaulter's estate. 

If a creditor of the defaulter be dead, the dividend 
due to him is paid to his legal representative, or if 
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the creditor be himself a defaulter, it is paid to his 
creditors. 

The defaulter who has complied with all the fore- Ee-admis- 
going provisions, and whose estate has been dis- ^'°°" 
tributed in accordance with them, is then eligible 
for re-admission as a member (without nomination), 
provided he has paid from his own resources, 
independently of his security money, at least one- 
third of the amount for which he is liable in the 
Stock Exchange as the balance of his transactions, 
whether on his own account or that of principals ; 
or, in the event of his debts being less than the 
amount which his sureties may be called upon to 
pay, provided that he has refunded to the sureties 
one-third of the amount paid by them. 

The re-admission of defaulters is in two distinct classes 
classes. The first class is for cases of failure arising defauyera"'^ 
from the default of principals, or from other circum- admrttod 
stances, where no bad faith, nor breach of the 
regulations of the House, has been practised ; where 
the operations have been in reasonable proportion 
to the defaulter's means or resources ; and where 
his general conduct has been irreproachable; and 
the second class, for cases marked by indiscretion, 
and by the absence of reasonable caution. 

The effect of the liquidation and re-admission is Effect of 
not equivalent to a discharge under the bankruptcy and're*- '°" 
laws, nor does it operate as a discharge or release of *^™'8^'™- 
Stock Exchange debts. A Stock Exchange or other 
creditor who has received dividends in the liquida- 
tion by the Official Assignee may sue for the balance 
of his debt after giving credit for the amount of the 
dividends received, or if he has already recovered 
judgment, may maintain a bankruptcy petition 
against the defaulter founded on the balance of the 
judgment debt after deducting the amount of the 
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dividends.! The Stock Exchange cessio bonorum 
does not operate as a legal accord and satisfaction, 
or as a release ;2 and even pending the Stock 
Exchange liquidation the defaulter may be sued in 
respect of claims which are being dealt with in such 
liquidation.^ Thus, a defaulting broker may be sued 
for the difference between the contract and hammer 
prices in a transaction which has been carried out 
between his principal and the jobber through another 
broker, the jobber being liable according to the 
rules to pay over to the Of&oial Assignee the amount 
of any differences he may have received from the 
principal.^ On the other hand, one member is not 
allowed to sue another vrithout the permission of 
the Committee, so that in the result the whole 
matter rests with the Committee, who every year, 
upon the re-admission of members, take specially 
into their consideration the question of the position 
of members who have been declared defaulters ; and 
if they think that any such member is in a position 
to make some further payment, they intimate their 
opinion to him, and it frequently happens that pay- 
ments are accordingly made from time to time 
towards the liquidation of old liabilities. 

1 Ex parte Mendelssohn, In 20 Ch. D. 356, 0. A. 

re Mendelssohn, [1903] 1 K. B. = iS. 

216 : C. A., aflarmed in the ' Batclvff v. Mendelssolm, 

House of Lords, sub nom. [1902] 2 K. B, 653 : afarmed 

V. SatcUff, in H. L. sub nom. Mendels-, 



[1904] A. C. 456 ; Hm parte sohn v. RatcUff, [1904] A. C. 
Ward, In re Ward (1882), 456. 
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SPECIAL SETTLING DAYS AND OFFICIAL QUOTATION 
OP NEW LOANS. 

The circumstances under which the Committee special 

.11 , • 1 ,.T T J J. ,. . settlement. 

Will grant a special settung day tor transactions m 
the scrip or bonds of a new loan, or in the shares or 
other securities of a new company, have already 
been briefly alluded to. A special settlement is now 
never refused unless some real impediment exists to 
the carrying out of bargains, such as the non- 
existence of the necessary documents. It is the 
policy of the Committee to facilitate and hasten the 
appointment of special settlements, and applications 
therefor are accordingly dealt with separately from 
applications for official quotations, because the 
requirements for the latter often cause considerable 
delay. 

AU bargains in new loans, shares, &c., are con- 
sidered as made for the special settlement, unless 
otherwise specified, except bargains in foreign loans 
which are officially quoted in the country to which 
they belong, which are considered to be made for 
the ordinary settlement. Claims arising from 
bargains for a date previous to the special settling 
day are not admitted against a defaulter's estate 
until all other claims have been paid in full. 

It has been attempted on behalf of a broker to 
repudiate a bargain in shares of a new company on 
the ground that the special settlement, on which 
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such bargain was contingent, was obtained by 
fraud. It was held, however, that under such 
circumstances, the validity of a bargain entered into 
by persons who were not parties to the fraud, is not 
affected.^ 

Vmaora' TJie Committee will not fix a special settling day 

for bargains in shares or securities issued to the 
vendors, credited as fully or partly paid, until six 
months after the date fixed for the special settlement 
in the shares or securities subscribed for by the 
public, but this rule does not necessarily apply to 
reorganisations or amalgamations of existing com- 
panies, or to cases where no public shares are issued 
or where the vendors take the whole of the shares 
issued for cash. 

Quotation. When, either at the time of the application for a 
settlement, or afterwards, application is made to 
the Committee for a " quotation," that is, for their 
authority that the bonds of the loan or the shares 
of the company may be quoted in the Official List, 
then greater strictness is exercised. The grounds 
upon which the Committee will allow a quotation 
seem to have been the subject of more misappre- 
hension outside the Stock Exchange than any of 
the other customs described in these pages. It is 
often supposed that the requirements of the Com- 
mittee are directed chiefly, if not entirely, to the 
soundness and general stability of the loan or 
company to which they are appUed, and the quota- 
tion is accordingly looked upon as a sort of 
certificate of the soundness of a new scheme. In 
point of fact the Committee do not, and could not, 
profess to do more than ensure due compliance 
with all necessary formalities in bringing out a new 

1 Ex f arte Ward (1882), 20 Ch. D.356, 0. A. 
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concern, so that its securities may be safely dealt 
in, without in any way entering into the question 
of the ultimate probability of success. 

An unsuccessful attempt has been made to avoid 
the decision of the Committee upon the question of 
the appointment of a special settlement on the 
ground that their functions are in this respect 
judicial, and therefore that the personal interest of 
any of them in the matter in dispute operates as a 
disqualification.! 

The Official List of prices is published daily with official List. 
the sanction of the Committee ; and without their 
sanction no member is allowed to publish and sell 
any such list.^ It consists of two distinct parts : 
one, the record of bargaias marked during business 
hours, from eleven to three, which is, strictly speaking, 
official ; and the other, the " closing quotations," 
which are not really under official supervision at all. 
Under the heading of " business done," no price is Business 
inserted unless the bargain represented has been 
made in the Stock Exchange, between members, at 
the market price ; nor would it be inserted on the 
authority of one only of the contracting parties if 
he were to refuse, when required by a member of 
the Committee, to disclose the name of the member 
with whom he had dealt. In the list of " closing cio-iing 
quotations " prices are inserted which are suppUed to i™'^'^™'- 
the publisher or his assistants by the dealers in each 
market, but which are in no way officially revised. 
In the case of non-current securities these quota- 
tions may, owing to the absence of business, be 



1 Mx parte Ward (1882), 
20 Oh. D. 356, 0. A. 

^ A3 to copyright in such 
prices, see Exchange Tele- 
graph Co. T. Gregory (1895), 
12 T. L. R. 19, C. A. ; and 



as to contracts to supply- 
such prices by means of tape 
mi chines, see Cochrane v. 
JExchange Telegraph Co. 
(1896), 12 T. li. B. 197, 0. A. 
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Fraud. 



False 
rumours. 



" Rigging 
the market.' 



only nominal, and it does not always follow that 
any one could be found who would be willing to 
deal at these prices, so that they are not always to 
be depended upon, and if they are allowed to remain 
unaltered week after week they tend to become 
sometimes very misleading. This has been so far 
recognised that in such cases the quotation is 
frequently omitted altogether. 

In the Ofi&cial List of business done, the Committee 
guard, as far as possible, against any conspiracy to 
raise or lower the price of a security, by refusing to 
aUow bargains to be marked which are outside the 
current quotations, unless specially marked as excep- 
tional transactions ; if, therefore, any fictitious bar- 
gain should be marked, it is open to other members 
to object, and to have it struck out on obtaining the 
authority of the chairman, deputy-chairman, or two 
members of the Committee. Omitted marks may 
similarly be inserted in their proper order, with the 
concurrence of a member of Committee, if notified in 
due time and in accordance with the regulations. 

It is a criminal offence to conspire to raise 
the price of public securities by false rumours, 
even although it be not shown to be done with 
a view of defrauding any specified persons. It is 
a public mischief, complete even independently of 
any persons becoming purchasers at the enhanced 
prices.! 

So, an agreement between two or more persons to 
purchase shares in a company in order to induce the 
public to believe, contrary to the fact, that there is 
a boni fide market for the shares, and that they are 
at a genuine premium, is an indictable conspiracy at 
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common law, and no action is maintainable in respect 
of any such agreement, or in respect of any contracts 
made in pursuance thereof.^ 

The requirements of the Committee on an applica- when set- 
tion for a special settlement, or for a quotation, are quSto" 
set out in Eules 134 to 141. They will not recognise s'^'^'^'i- 
new bonds, stock, or other securities issued by any 
foreign Government that has violated the conditions 
of any previous public loan raised in this country, 
unless it appears to the Committee that a settle- 
ment of existing claims has been assented to by the 
general body of bondholders. Companies issuing 
such securities are liable to be excluded from the 
Official List. Nor will the^ Committee, after the 
restoration of peace, recognise or allow the quotation 
of any loan raised by a power whilst at war with 
Great Britain. 

Difficulties sometimes arise through sales of bonds vendors' 
or shares whose numbers are not included among 
those quoted in the Official List. It is always under- 
stood, when the security dealt in is officially quoted, 
that all bargains are in the portion of the shares 
whose numbers are included in the list. This 
question generally arises in connection with vendors' 
shares, credited as fully or partly paid. A quotation 
for these shares may be granted six months after 
the date fixed for the special settlement of the same 
class of shares subscribed for by the public, provided 
a quotation for the latter has also been granted. A 
delivery of vendors' shares, although in all other 
respects they may rank pari passu with ordinary 
shares, is not accepted on the Stock Exchange in 
fulfilment of a bargain in ordinary shares until the 
quotation is extended. 



1 Scott V. Srown,\\W2']'2 Q. B. 724, C. A. 
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feise'state^" ^^ ^^^^^ statements are made to the Committee in 

ments. order to induce them to grant quotation or settle- 

ment, the guilty parties may at law be made 

Criminal^ criminally liable. Thus, in the Eupion Gas case,i 
the promoters of the company were convicted on 
a charge of agreeing together by false pretences 
to deceive the members of the Committee, and to 
induce them, contrary to the true intent and mean- 
ing of the rules, to order a quotation of the shares of 
the company in the Official List, and thereby to 
induce and persuade divers of the liege subjects 
who should thereafter buy and sell the shares of 
the said company, to believe that the said company 
was duly formed and constituted, and had in all 
respects complied with the rules, so as to entitle 
them to have their shares quoted. 

Civil. As to the civil liability of promoters under such 

circumstances, it was held in the case of Bedford v. 
Bagshaw,^ where the plaintiff, knowing the rule of the 
Stock Exchange, and seeing certain shares quoted 
in the Official List, was led to believe that two- 
thirds of the scrip had been subscribed for, and had 
suffered loss by buying some of the shares in the 
market in that belief, that he was entitled to recover 
the amount of his loss against one of the directors 
who had procured the quotation by knowingly mis- 
stating to the Committee the amount of scrip 
subscribed for. The director was considered to have 
acted fraudulently and to have made representations 
to the Committee with a view to induce persons to 
believe in the existence of a certain state of things ; 
and it was held by Pollock, C.B., that all persons 
buying shares on the Stock Exchange must be 



1 S. V. Aspinall (1876), 1 « (1869), 1 H. & N. 538. 
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considered as persons to whom it was contemplated 
that the representation would be made, and that 
therefore the plaintiff had a good cause of action. 
This judgment was thoroughly approved of by Page 
Wood, V.-C, in a subsequent case,i but was after- 
wards in the House of Lords characterised by Lord 
Chelmsford 2 as an extraordinary decision. He 
pointed out that no representation had been made 
which reached the eyes or ears of the plaintiff, and 
that it was his knowledge of the rules alone which 
led him to assume that a representation had been 
made, and to appropriate it to himself, and, therefore, 
it could not be taken to be made to anyone who was 
ignorant of those rules. And having regard to the 
decision of the House of Lords in Peek v. Gurney^ 
that persons responsible for fraudulent misrepre- 
sentations in a prospectus were not liable to persons 
buying shares in the market on the faith of such 
misrepresentations, the decision in Bedford v. Bag- 
shaw, even if not overruled, must be considered of 
very doubtful authority. It is clear that a person 
making fraudulent misrepresentations with the intent 
that another should act upon them, is Uable to such 
other person for any loss he may suffer as a natural 
and probable consequence of his acting on such mis- 
representations in the manner in which he was 
intended to act, but a person making false state- 
ments to the Committee can hardly be said to intend 
that any other persons should act upon such state- 
ments except the members of the Committee. The 
immediate object of the false statements is to 
procure a quotation or settlement, and not to induce 



1 Barry Y. Orosskey (1861), L.B. 6 H. L. 397. 

2 J. & H. 22. 3 (1873), L. E. 6 H. L. 377. 

2 Peeh V. Ghurney (1873), 

S.B. 11 
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people to buy the shares, though that may be the 
indirect result. Similarly, the object of the mis- 
representations in Peek v. Gurney was to induce 
persons to whom the prospectus was sent to sub- 
scribe for shares, not to cause others to buy shares 
in the market on the faith of the misrepresentations. 
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RULES AND REGULATIONS FOE THE CONDUCT OP 
BUSINESS ON THE STOCK EXCHANGE. 

Committee. 

1. On the 20th day of March in every year, or if that day should 
be a Sunday or Bank Holiday, then on the following business day, a 
ballot by the members shall be held for the appointment of a Com- 
mittee of thirty members who shaU be called the " Committee for 
General Purposes," and shall hold office for twelve months from the 
25th of March next following the date of their election but shall be 
re-eligible. Notice of such ballot shall be publicly exhibited in the 
Stock Exchange during fourteen days previous to the same being 
held, and a further notice containing the names of the persons on 
the existing Committee willing to serve again, and of all new candi- 
dates, their proposers and seconders, shall be publicly exhibited in 
like manner during three business days previously to such ballot 
being held. The members on the said Committee retiring shall 
remain in office until the 25th of the same month of March in which 
their successors shall have been elected, and in case no election shall 
be made at any such ballot as aforesaid, the members retiring shall 
remain in. office until the 25th day of March in the following year, 
or until a valid election shall have taken place under Clause 92 (Deed 
of Settlement). Four business days' notice previous to any ballot of 
intention to propose any person not already on the Committee and 
eligible for re-election must be given to the secretary of the Com- 
mittee in writing signed by two members, and the ballot shall be by 
printed lists containing the names of the persons willing to serve 
again, and of all persons so proposed, distinguishing the former from 
the latter. In case no valid election be made on the day hereinbefore 
appointed for that object, the Committee may forthwith, or at any 
time thereafter, prior to the next ordinary yearly ballot, cause a 
ballot to be held for such election, on a day to be fixed by the Com- 
mittee for that purpose, and in aU respects, as lastly hereinbefore 

11—2 
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provided ; and the Committee to be appointed by such ballot shall 
remain in oflSce until the 25th day of March then next following. Every 
ballot for the election of the Committee for General Purposes or for 
supplying vacancies in the Committee shall be held at the Stock 
Exchange, and, except as specially provided by these presents, shall 
be conducted in accordance with the existing practice and usage in 
reference to such elections. In case of dispute as to what such 
practice and usage has been in any particular, the Committee shall 
from time to time determine the same by resolution, — Deed of 
Settlement, sect, xii., cl. 90. 

2. Ho person shall be elected to the said Committee for General 
Purposes who shall not for the space of five years immediately pre- 
ceding the day of election have been a member, and every person on 
ceasing to be a member shall vpso facto vacate his seat on the Com- 
mittee. — Deed of Settlement, sect, xii., cl. 91. 

Every member is entitled to vote although he may not have paid 
his subscription. 

3. Any occasional vacancy in the said Committee for General 
Purposes shall be filled up by a ballot of members to be held for the 
purpose on a day to be fixed by the Committee for General Purposes, 
and of which seven days' previous notice shall be given by the 
same being publicly exhibited in the Stock Exchange. Similar 
notice of nomination shall be given as provided by Clause 90. The 
surviving or continuing members on the Committee, notwith- 
standing any vacancy in their number, may act until the same shall 
be filled up. 

Any person elected to supply an occasional vacancy in the 
said Committee shall hold oflBce for the residue of the year in 
which he shall be elected, and shall then- retire with the other 
members of the said Committee. — Deed of Settlement, sect, xii., 
els. 92, 93. 

4. The said Committee for General Purposes shall meet at such 
times as they may from time to time appoint, and shall determine 
their own quorum (the same to be not less than seven members 
actually present), and mode of procedure. 

Until otherwise determined, the quorum of the said Committee 
shall be seven members personally present. — Deed of Settlement, 
sect, xii., els. 98, 99. 

5. The said Committee for General Purposes shall regulate the 
transaction of business on the Stock Exchange, and may make rules 
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and regulations not inconsistent with the provisions of these presents 
respecting the mode of conducting the ballot for the election of the 
Committee and respecting the admission, expulsion or suspension of 
members and their clerks, and the mode and conditions in and 
subject to which the business on the Stock Exchange shall be trans- 
acted, and the conduct of the persons transacting the same, and 
generally for the good order and government of the members of the 
Stock Exchange, and may from time to time amend, alter or repeal 
such rules and regulations, or any of them, and may make any new, 
amended or additional rules and regulations for the purposes 
aforesaid. — Deed of Settlement, sect, xii., cl. 95. 

6. At their first ordinary meeting after the annual election, the Com- 
mittee shall elect, from amongst themselves, a chairman and deputy- 
chairman, who shall respectively hold ofBce till the 25th of March 
next ensuing. In case either appointment shall become vacant, it 
shall be filled up as soon afterwards as possible. When the chairman 
and deputy-chairman are absent, the meeting shall appoint a 
chairman. 

In all cases, when, on a division, the votes are equal, the chairman 
shall have a second or casting vote. 

7. At the first meeting of the Committee, one of the members of 
the Stock Exchange shall be chosen secretary, who shall hold his 
office during their pleasure ; and three other members shall be 
appointed to act as scrutineers at elections, who shall report the 
result of the ballot to the Committee, and to the Stock Exchange. 

8. The ordinary meetings of the Committee shall be held every 
Monday at 1.15 o'clock, commencing on the first Monday after 
each annual election. But a special meeting of the Committee 
may at any time be called by the chairman or deputy- 
chairman, or (in their absence, or in case of their refusal) by any 
three members of the Committee. One hour's notice, at least, shall 
be posted in the Stock Exchange. 

9. If a quorum be not assembled within a quarter of an hour after 
the time appointed for meeting, the chairman, or deputy-chairman, 
may adjourn such meeting. 

10. The business of the Committee shall be divided Into two 
classes, viz. : — 

Eoutine. 
Special. 
The first, to comprehend the reading of minutes for the purpose 
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of confirmation or otherwise, the admission of members and clerks, 
fixing settling days, &c. ; 

The second, the investigation of claims and other matters relating 
to the interests of the members, or of the public. 

The printed notices of the meetings of the Committee posted in 
the House shall contain the words on "routine" or "special" 
business. 

11. No resolution of the Committee shall be valid or put in force, 
vmtil confirmed, unless it relate to the shutting of the House, the 
admission of members, the re-admission of defaulters, the fixing of 
ordinary settling days, or the granting or refusing of special settle- 
ments and oflBcial quotations. In cases which do not admit of delay, 
two-thirds of the Committee present must concur in favour of the 
immediate confirmation of the resolution, and the urgency of the 
case must be stated on the minutes. If a resolution be not con- 
firmed, and another resolution be substituted, the substituted resolu- 
tion shall also require confirmation at a subsequent meeting. In all 
cases brought under the consideration of the Committee, their 
decision, when confirmed, is final, and shall be carried out forthwith 
by every member concerned. 

12. Notice shall be given in writing of any alteration of, or addi- 
tion to the rules, and a copy of such alteration of a rule, or proposed 
new rule, shall be sent to each member of the Committee. 

After the reading of the minutes, the consideration of any alteration 
of a rule, or proposed new rule, shall take precedence of all other 
business, except the re-admission of defaulters and cases of 
urgency. 

13. All communications to the Committee shaU be made in 
writing ; and no anonymous letter shall be acted upon. 

14. Members and their clerks shall attend the Cojhmittee when 
required ; and shall give such information as may be in their 
possession relative to any matter under investigation. 

15. The Committee may expel any of their own members from the 
Committee who may be guilty of improper conduct. The resolution 
for expulsion must be carried by a majority of two-thirds in a Com, 
mittee specially summoned for the purpose, and consisting of not less 
than twelve members, and must be confirmed by a majority of the 
Committee, at a subsequent meeting specially summoned. 

16. Clause 1. — The Committee may expel or suspend any member 
who may violate any of the rules or regulations. 
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Clause 2. — The Committee may expel or suspend any member 
who may fail to comply with any of the Committee's decisions. 

Clattse 3. — The Committee may expel or suspend any member 
who may be guilty of dishonourable or disgraceful conduct. 

A resolution for expulsion or suspension must be carried by a 
majority of three-fourths of a Committee present at a meeting 
specially summoned, and consisting of not less than twelve members, 
and must be confirmed by a majority of a Committee present at a 
subsequent meeting specially summoned. 

17. The Committee may censure or suspend any member of the 
Stock Exchange who may conduct himself in an improper or dis- 
orderly manner, or who may wilfully obstruct the business of the 
House. 

A resolution for suspension must be carried by a majority of three- 
fourths of a Committee present at a meeting specially summoned, and 
consisting of not less than twelve members, and must be confirmed 
by a majority of a Committee present at a subsequent meeting 
specially summoned. 

18. The Committee for General Purposes for the time being may, 
in their absolute discretion, and in such manner as they may think 
fit, notify, or cause to be notified, to the publio that any member has 
been expelled, or has become a defaulter, or has been suspended, or 
has ceased to be a member, and the name of such member. No 
action or other proceeding shall under any circumstances be main- 
tainable by the person referred to in such notification against any 
person publishing or circulating the same, and this rule shall operate 
as leave to any person to publish and circulate such notification, and 
be pleadable accordingly. 

19. The Committee may dispense with the strict enforcement of 
any of the rules and regulations ; but such power shall only be 
exercised by a Committee especially convened for that purpose, and 
consisting of not less than twelve members, three-fourths of whom 
must concur in the resolution for such dispensation. The resolution 
must be confirmed by a majority of the Committee, at a subsequent 
meeting specially summoned. 

Admissions, Ee-elections and Eb-admissions. 

20. Every member desirous of being re-elected shall, on or before 
the 15th of February In each year, address to the Secretary a letter, 
of the form inserted in the Appendix. 

Bach member of a partnership is required to sign a separate letter. 
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21. The Committee shall, on the first Monday in March, subject to 
the provisions of the rules and regulations for the time being in 
force, proceed to admit and re-elect such persons as they shall deem 
eligible to be members of the Stock Excliange, for one year, com- 
mencing on the 25th of March then instant, or last preceding the 
admission of such subscribers, at the amount fixed by the trustees 
and managers for such admission. 

21a. Every applicant for admission shall be required to obtain 
the nomination of a member willing to retire in his favour, or o£ a 
former member, or of the legal personal representatives of a deceased 
member, with the exception of such number of candidates with 
two recommenders, as the Committee shall at a special meeting 
held in December of the year preceding, fix for admission without 
nomination. 

A resolution fixing the number of candidates to be so admitted 
shall not be valid or put in force until confirmed. 

An applicant nominated by an existing member shall not exercise 
any of the privileges of membership until the resignation of the 
nominating member has been accepted by the Committee. 

21b. The nomination shall be on one of the forms in the 
Appendix. 

21c. In the case of a deceased member the probate of the will or 
letters of administration must be exhibited to the secretary when 
the nomination on form No. 4 is lodged. 

21d. Nominations by other than existing members must be 
executed and lodged with the secretary within twelve 'months of the 
death or resignation of the member, or, in the event of his discon- 
tinuing his subscription, within the current Stock Exchange year. 
If not so exercised the right of nomination shall lapse. 

If a nominee be rejected, a further nomination may be lodged 
within the prescribed period. 

21e. Clause 1. — The right of nomination shall be personal and 
non-transferable, and shall not be exercised by a defaulter, by a 
person who is expelled or who ceases to be a member either under 
Kule 153 or in consequence of his failure to pay the fees due to the 
trustees and managers, or in consequence of his failing to acquire or 
hold the share or shares required by Rule 21g, or by any person 
ceasing to be a member whilst under suspension . 
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A defaulter shall not be required to obtain a nomination before 
re-admission. 

Clause 2. — A member admitted on or before 23rd November, 1904, 
or who shall be admitted without nomination, shall not exercise the 
right of nomination until after the term of the liability of his 
recommenders shall have expired by effluxion of time, but in the 
event of the decease of such member prior to such time hia legal 
personal representatives may exercise the right of nomination . 

21f. A clerk having completed four years' service in the Stock 
Exchange or the settling rooms in accordance with Clause 2 of 
Rule 22, may apply on the form in the Appendix to be placed on the 
waiting list of applicants for election without nomination. 

The names of clerks so applying shall be placed upon a waiting 
list in the order of application, and the list shall be posted in the 
Stock Exchange in December of each year. 

Those within the number fixed by the Committee under Rule 21a 
may be balloted for on or after the first Monday in March for the 
ensuing Stock Exchange year, provided that their application forms 
duly signed and complete in all respects be lodged with the secretary 
at least eight days before the ballot. 

Any applicant, vyithin the number fixed by the Committee, who 
fails to lodge a complete application form within three months from 
the date of his having the right to do so, shall be placed at the 
bottom of the waiting list, and the next in order of priority shall be 
entitled to lodge an application form. 

The name of a clerk who ceases to have admission to the House or 
the settling rooms for a period of six consecutive months shall be 
removed from the waiting list. 

21g. Every member elected after the 23rd November, 1904, shall, 
before exercising any of the privileges of membership, become a pro- 
prietor in the Stock Exchange by acquiring one share (of the present 
denomination or its equivalent) in the case of members admitted 
with two recommenders, three shares (of the present denomination 
or its equivalent) in the case of members admitted with three 
recommenders ; a member requiring a share qualification who fails 
to obtain the same within six months, or who at any time ceases to 
hold the same, thereby ceases to be a member. 

The secretary shall not issue his admission notice to a new member 
imtil it has been reported to him by the secretary to the trustees 
and managers that the new member has been duly registered as a 
proprietor of the required number of shares. 
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22. Every applicant for admission must be recommended by three 
members of not less than four years' standing, who have fulfilled all 
their engagements and are not indemnified. Each reoommender 
must engage to pay five hundred pounds to the creditors of the appli- 
cant, in case the latter shall be declared a defaulter within four years 
from the date of his admission. 

If the applicant has served as a clerk in the House or the settling 
rooms for four years (with a minimum service in the House of three 
years) previously to the lodging of his complete application form, two 
recommenders only shall be required, who must each enter into a 
similar engagement for three hundred pounds, but any clerk who 
previously to his employment in the Stock Exchange shall have 
been engaged as principal in any business, shall only be eligible for 
admission as a member with three sureties for five hundred pounds 
each. 

The election of new members must be carried by a, maiority of 
three -fourths in a Committee consisting of not less than twelve 
members. 

No member shall be surety for more than two new members at the 
same time unless he take up an unexpired suretyship, when the limit 
shall be three. 

23. No foreigner shall be admissible unless he shaU have been 
naturalised for a period of two years, and shall have been a resident 
in this country for seven years. 

24. A notice of each application, with the names of the recom- 
menders, stating that they are not, and do not expect to be, indem- 
nified, shall be posted in the Stock Exchange at least eight days 
before the applicant can be balloted for. 

25. Members are required to have such personal knowledge of 
applicants whom they recommend, and of their past and present 
circumstances, as shall satisfy the Committee as to their eligibility. 

26. Any recommender of a new member who at the time of such 
member's admission shall have avowed that he was not, and that he 
did not expect to be indemnified, and who shall subsequently receive 
any indemnity, shall in the event of the new member failing within 
the time of his liability, be compelled to pay to the creditors any sum 
so received, in addition to the amount for which he originally became 
surety. 

27. An applicant may be recommended by a firm, but not by two 
members of the same firm, nor by a member who is an authorised or 
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unauthorised clerk, nor by a member whose authorised clerk the 
applicant may be, nor by a member whose sureties are still liable. 

28. If a member enter into partnership with, or become authorised 
clerk to, any one of his sureties, or if any one of his sureties cease to 
be a member during his liability, he shall find a new surety for such 
portion of the time as shall remain unexpired ; and until such sub- 
stitute is proTided, the Committee will prohibit his entrance to the 
Stock Exchange. 

29. No applicant is admissible if he be engaged as principal or 
clerk in any business other than that of the Stock Exchange, or if 
his wife be engaged in business, or if he be a member of, or subscriber 
to, any other institution where dealings in stocks or shares are carried 
on ; and if subsequently to his admission he shall render himself 
subject to either of those objections, he shall thereby cease to be a 
member. 

SO. *No applicant for admission, who has been a bankrupt, or 
against whom a receiving order in bankruptcy has been made, or 
who has been proved to be insolvent, or who has compounded with 
his creditors, shall be eligible, unless he shall have paid 20s. in the 
pound, and obtained a full discharge. 

No applicant, having more than once been a bankrupt or insolvent, 
or compounded with his creditors, shall be eligible for admission. 

31. A member, intending to object to the admission or re-admission 
of an applicant, or to the re-election of a member, is required to com- 
municate the grounds of his objection to the Committee by letter, 
previously to the ballot or re-election. 

.32. If any applicant for admission, re-admission or re-election, be 
rejected, he shall not be balloted for again before the 25th of JMarch 
then next ensuing. Defaulters declared within four years of their 
admission as members, and defaulters who have been rejected upon 
two ballots can only be re-admitted by a majority of three-fourths in 
a Committee specially summoned, and consisting of not less than 
twelve members. 

33. Any former member, who, not having resigned, and not having 
been a defaulter, bankrupt or insolvent, and who has not exercised 

* This rule does not apply to the re-admiasion of members of the Stock 
Exchange. 
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his right of nomination, but shall have discontinued his subscription 
for one year, must be recommended for re-election by two members, 
but without security. If he shall have discontinued his subscription 
for two years, he will be considered a new applicant, and must apply 
for admission in the usual way. 

34. Any member wishing to resign bis membership must forward 
to the Secretary a letter tendering such resignation, and a copy of this 
letter shall be posted in the Stock Exchange for at least four weeks 
before the matter is entertained by the Committee. 

35. A notice of every defaulter applying for re-admission shall, 
at the discretion of the Committee, be posted (without recommenders) 
in the Stock Exchange, at least twenty-one days, and the Committee 
shall then take the application into consideration, upon the report of 
the Sub-Committee, appointed according to Eule 173. If, however, 
the Committee think fit, a defaulter may be re-admitted without the 
above notice, upon a report of the Sub-Committee, and a certificate 
signed by such a number of the creditors as may be satisfactory to 
the Committee, that all liabilities have been hona fide discharged in 
full. In all such cases, after the defaulter has been re-admitted by 
ballot it shaU be decided by show of hands, whether his name shall 
be posted in the Stock Exchange as having paid 20s. in the pound ; 
or whether it shall be placed in one of the two classes mentioned in 
Eule 174. 

Any member, not a defaulter, who shall have ceased to be a mem- 
ber under Eule 153, and who shall have paid 20s. in the pound, may 
be allowed to apply for re-admission with two sureties of 300Z. each. 

35a. A defaulter, who has been originally admitted a member 
after the 23rd November, 1904, shall, on re-admission, in the event of 
his having parted with his share qualification, before again exercising 
any of the privileges of membership become a proprietor of one share 
in the Stock Exchange (of the present denomination or its equivalent). 
A defaulter who fails to obtain his share qualification within six 
months of re-admission, or who at any time ceases to hold the same, 
thereby ceases to be a member. The secretary shall not issue his 
re-admission notice to such a defaulter until it has been reported to 
him by the secretary to the trustees and managers that the defaulter 
has been duly registered as a proprietor of one share. 

36. The re-admission of defaulters shall take precedence of all 
other business. 



RULES OP THE STOCK EXCHANGE. 173 

37. The chairman of the Committee, in addition to any other 
questions that may appear to be necessary, shall, to each of the 
recommenders of an applicant, put the following : — 

Has the applicant ever been a bankrupt, or has he ever compounded 
with his creditors ? and if so, within what time, and what amount of 
dividend has been paid ? 

Would you take his cheque for three thousand pounds in the 
ordinary way of business ? 

Do you consider he may be safely dealt with in securities for the 
account 1 

38. The chairman shall require every new applicant to acknow- 
ledge his signature to the form of application, and shall ask such 
questions as may be deemed necessary. 

Paetneeships. 

39. In every year, as soon as possible after the general election, a, 
list of partnerships shall be made out by the Secretary. In case of 
a new, or alteration in an old partnership, the same shall be com- 
municated to the Committee ; and no partnership shall be considered 
as altered or dissolved until such communication be made. 

All notices relative to partnerships must unless otherwise ordered 
by a Committee specially summoned for that purpose be signed by 
the parties, countersigned by the Secretary, and posted in the Stock 
Exchange. 

40. The failure of a firm dissolves the partnership, and, should the 
members of such firm, when re-admitted, desire to renew the partner- 
ship, notice thereof must be given to the Committee, in the usual 
way. 

41. No member of the Stock Exchange shall be allowed to enter 
into partnership with any person who is not a member : nor shall any 
member form a partnership during the liability of his recommenders, 
without thdir written consent ; such consent to be communicated to 
the Committee. 

42. Members dealing generally together in any particular stock or 
shares, and participating in the result, shall be held responsible for 
the liabilities of each other, not only in the shares or stock in which 
they are jointly interested, but also in any other description of 
securities in which either of them may transact business, unless they 
forward a written notice to the Secretary specifying the particular 
shares or stock in which they deal on joint account. 
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This rule is applicable also to members allowing others to deal with 
their shares, stock or capital, and participating in the result. 

* Limited partnerships are only permitted between members, or 
firms, who each deal and settle their bargains in their own name. 

No limited partnership shall consist of more than two members, or 
firms, nor shall such partnership be carried on in any other markets 
than those in which both parties are dealing. 

All limited partnerships must be notified to the Secretary and 
posted in the Stock Exchange. 

Form of Notice. 

We, the undersigned, who each deal and settle our bargains in our 
own name, beg to inform the Committee for General Purposes that, 
from this day until further notice, we hold ourselves jointly respon- 
sible to the Stock Exchange for all transactions entered into by either 
of us in 



We are, Sir, &c, 

43. The Committee wiU not allow members or their authorised 
clerks to act in the double capacity of brokers and dealers ; nor will 
they sanction partnerships between brokers and dealers. 

Clebks. 

'. 44. No clerk shall be admitted to the House or the settling rooms 
without the permission of the Committee ; nor unless he be seventeen 
years of age. 

A member applying for the admission of a clerk must satisfy the 
Committee that he would be in all respects eligible as a member 
except as regards age. 

A member may apply for the admission of a defaulter as his clerk, 
authorised, or unauthorised, though the defaulter may not have com- 
plied with Rule 166. A notice of such application shall be posted in 
the Stock Exchange for at least fourteen days, and the Committee 
shall then, at a special meeting convened for that purpose and 



* The alterations confirmed on the 26tli June, 1905, apply to all notices received 
after 3 p.m. on that day, but are not retrospective for the present Stock Bzchange 
year. 

All limited partnerships, however, must be brought into conformity with the 
altered Eule by the 26th March, 1906. 
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consisting of not less than twelve members, take the application into 
consideration upon the report of the Sub-Committee appointed 
according to Rule 173, and a, resolution allowing such application 
must be carried by a majority of three-fourths of those present. 

The resolution must be confirmed by a majority present at a subse- 
quent meeting specially summoned. Clerks so allowed are not thereby 
admissible as members. 

A member applying for the admission as his clerk of a defaulter 
who has been previously admitted under Clause III. of this rule need 
only apply in the usual way. 

No clerk shall be authorised to transact business until he is twenty- 
one years of age and has been admitted to ithe House or the settling 
rooms for two years, with a minimum service in the House of one 
year. 

No authorised clerk shall transact business as a dealer in any 
securities other than those in which his employer deals. 

45. The maximum number of clerks permissible, but not necessarily 
allowed, is for an 

Author- Unanthor- Settling 

ised. ised. room. 

Individual member 1 2 2 

Forafibcm 2 3 i 

A member or firm not employing the maximum number of autho- 
rised clerks, may be allowed an additional unauthorised clerk, so as 
not to exceed in any case three unauthorised clerks for an individual 
or five for a firm. 

Members may be employed as unauthorised clerks in excess of the 
numbers above allowed ; and members may be employed as authorised 
clerks in excess of the numbers above allowed, with a limit of one 
for an individual member or two for a firm. 

46. A member desirous of obtaining the admission of a clerk shall 
make application in writing to the Committee, and state whether 
such clerk is to be authorised or not authorised to transact business, 
or is to be admitted to the settling rooms only. 

A member desirous of employing another member as his clerk, 
whether or not employed in the House, shall make application in 
writing to the Committee and state if such clerk is to be authorised 
or not to transact business. 

AU unauthorised and settling room clerks not being members who 
may be admitted to the Stock Exchange shall, when exercising this 
privilege, wear a distinctive badge in the lapel of their coats, and the 
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member applying for their admisaion shall be responsible for the 
badge being worn. 

When application is made for the admission of a clerk who has 
previously been engaged in business out of the Stock Exchange, the 
name and address of such person, together with the name of the 
member applying for his admission, shall be posted in the Stock 
Exchange eight days prior to the application being considered by the 
Committee. 

The Committee require that a member shall have obtained a satis- 
factory reference from the laat employer of any clerk he may desire 
to introduce. 

No clerk shall enter the Stock Exchange nntE his employer has 
received from the secretary notice of his admission. 

47. A member, the liability of whose recommenders is unexpired, 
must obtain their consent in writing before applying for the admission 
of an authorised clerk. 

48. A member who may part with a clerk, or be desirous of with- 
drawing from an authorised clerk the permission to transact business 
on his account, shall give notice in writing to the secretary, who shall 
forthwith communicate the same to the Stock Exchange, in the usual 
manner. 

49. A list of authorised clerks (distinguishing those who are also 
members) and the names of their employers, shall be posted in the 
Stock Exchange, and the authority shall be considered to continue 
until revoked by letter to the Committee. 

50. A member authorising a clerk to transact business shall not 
be held answerable for money borrowed by the clerk, without 
security, unless he shall have given special authority for that 
purpose. 

51. A member employed as clerk, whether authorised or un- 
authorised, shall not make any bargain in his own name ; nor after 
the termination of his clerkship, if the same arises from the default 
of his employer, until he has first obtained the permission of the 
Committee. 

52. No clerk shall be allowed to apply for an allotment in loans 
or shares, without the sanction of his employer, who shall be 
responsible for the payment of the deposit on the shares or stock so 
applied for. 
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53. Clerk? of defaulters are excluded from the Stock Exchange. 
Clerks of deceased members may, by permission of two members of 
the Committee, attend to adjust unsettled accounts. 

greneeaii eules applicable to stock exchange 
Teansactions. 

54. The Stock Exchange does not recognise in its dealings any 
other parties than its own members : every bargain therefore, 
whether for account of the member effecting it, or for account of 
a principal, must be fulfilled according to the rules, regulations and 
usages of the Stock Exchange. 

55. Any member issuing a contract for the purchase or sale of 
stock or shares efieoted with a non-member shall explicitly notify 
this fact on the face of the contract, which must also explicitly state 
when a brokerage is receivable from both buyer and seller. 

56. No member shall attempt to enforce by law a claim arising 
out of Stock Exchange transactions against a member or defaulter, 
or against the principal of a member or defaulter, without the consent 
of such member, of the creditors of the defaulter, or of the Committee. 

The Committee have power to intervene in cases where the principal 
of a member shall attempt to enforce by law a claim which is not in 
accordance with the rules, regulations and usages of the Stock 
Exchange, and will deal with such cases as the circumstances 
may require. 

57. If a non-member shall make any complaint against a member, 
the Committee shall in the first place consider whether the complaint 
is fitting for their adjudication, and in the event of the Committee 
deciding in the affirmative, the non-member shall previously to the 
case being heard by the Committee sign a consent in writing as 
follows : — 

To the Committee for Oeneral Purposes of the Stock Exchange, 
London ; 

In the matter of a complaint between and 

Gentlemen, 
I do hereby consent to refer this matter to you, and I undertake 
to be bound by the said reference, and to abide by and forthwith to 
carry into effect your award, resolution or decision in this matter, in 

e.E. 12 



178 APPENDIX. 

the same manner as if I were a member of the Stock Exchange ; 
and I further undertake not to institute, prosecute, or cause, or 
procure to be instituted, or prosecuted, or take any part in proceed- 
ings, either civil or criminal, in respect of the case submitted. And 
I consent that the Committee may proceed in accordance with their 
ordinary rules of procedure, and I undertake to be bound by the 
same. Also that the Committee may proceed ex parte after notice, 
and that it shall be no objection that the members of the Committee 
present vary during the enquiry, or that any of them may not have 
heard the whole of the evidence, and any award or resolution of the 
Committee, signed by the chairman tor the time being, shall be con- 
clusive that the same was duly made or passed, and that the reference 
was conducted in accordance with the practice of the Committee. 
And I hereby agree that this letter shall be deemed to be a submission 
to arbitration within the meaning of the Arbitration Act, 1889. 



reement Sta 



mp. 



58. If a member shall do a private bargain, either for money or 
time, with an individual member of a firm in the Stock Exchange, 
such bargain being wilfully concealed from the firm, both members 
shall be expelled. 

A resolution bringing a member under the operation of this rule 
must be carried by a majority of three-fourths of a Committee con- 
sisting of not less than twelve members, and must be confirmed by a 
majority of a Committee present at a subsequent meeting specially 
summoned. 

59. If any member or authorised clerk shall do a bargain, either 
for money or time, with an authorised or unauthorised clerk, for 
account of such clerk, they shall be liable to expulsion. 

A resolution for expulsion or suspension must be carried by a 
majority of three-fourths of a Committee present at a meeting 
pecially summonedj and consisting of not less than twelve mem- 
bers, and must be confirmed by a majority of a Committee present 
at a subsequent meeting specially summoned. 

60. Members are not allowed to transact speculative business 
directly or indirectly, for or with officials or clerks in .public or 
private establishments, without the knowledge of their employers. 
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Members disregarding this rule are liable to be dealt with in such 
manner as the Committee may deem advisable. 

A resolution for expulsion or suspension must be carried by a 
majority of three-fourths of a Committee present at a meeting 
specially summoned, and consisting of not less than twelve mem- 
bers, and must be confirmed by a majority of a Committee present 
at a subsequent meeting specially summoned. 

61. No application which has for its object to annul any bargain 
in the Stock Exchange shall be entertained by the Committee, 
unless upon a specific allegation of fraud or wilful misrepresentation. 

62. A member applying for shares or stooli of loans or public 
companies, and neglecting to pay the deposit on the same, shall be 
considered to have violated a contract, and shall be compelled to 
fulfil his engagement. 

63. The Committee wiU not recognise new bonds, stock, or other 
securities, issued by any foreign government that has violated the 
conditions of any previous public loan raised in this country, unless 
it shall appear to the Committee that a settlement of existing claims 
has been assented to by the general body of bondholders. 

Companies issuing such securities will be liable to be excluded from 
the official list. 

64. The Committee will not, after the restoration of peace, recog- 
nise, or allow the quotation of, any loan raised by a power whilst at 
war with Great Britain. 

65. No member shall enter into bargains in prospective dividends 
on shares or stock of railway or other companies. 

66. All disputes between members, not afEecting the general 
interests of the Stock Exchange, shall be referred to arbitration ; and 
the Committee will not take into consideration such disputes, unless 
arbitrators caimot be found, or are unable to come to a decision. 

N.B. — The Committee strongly recommend that all bargains be 
checked on the following day. 

67. No member shall be obliged to take a reference for payment 
to a non-member ; nor shall he be obliged to pay a non-member for 
securities bought in the Stock Exchange. 

68. Cheques must be passed through the Clearing House, unless 
the drawer consent to their being otherwise presented. But if a 

12—2 
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member require bank notes in payment for securities sold, without 
having made such stipulation at the time of making the bargain, he 
must give notice to that effect before half -past eleven o'clock on the 
day of delivery, and payment shall be made upon delivery of the 
securities, or the bank receipt. 

69. A seller, having transferred or delivered stock or other 
securities, has a right to demand payment from the member who 
passed him the ticket ; and in case the seller apply to the issuer of 
the ticket, and fail to obtain payment, or receive a cheque which is 
dishonoured, the member from whom he received the ticket shall 
make immediate payment. 

70. A seller may require payment of the difference between the 
price marked on the ticket and the making-up price of the day on 
which the ticket is tendered, but if such making-up price be above 
the price of sale, he shall only be entitled to claim the difference up 
to the price of sale. 

71. In cases of loans, the lender is not entitled to place beyond 
his control shares or stock received as security for money advanced ; 
and he may, after reasonable notice, and upon payment of the 
principal together with interest up to the time for which the loan 
was originally made, be required to return the identical bonds, or to 
re-transfer the shares or stock given as security for such loan. But 
this liability does not apply to a member who has taken in shares or 
stock upon continuation. 

All continuations shall be effected at the making-up price, or at 
the then existing market price. 

72. Buying-in or selling-out must be efiected publicly by the 
oflSoials of the buying-in and selling-out department appointed by 
the Committee for General Purposes, who shall trace the transaction 
to the responsible party and claim the difference thereon. 

73. Bonds, shares or other securities, shall not be bought in while 
they are known to be out of the control of the seller for the payment 
of calls, or the receipt of interest, dividends or bonus ; and the Com- 
mittee, on being applied to, will fix a day on which they may be 
bought in. 

73a. The Committee may suspend the buying-in of securities 
when circumstances appear to them to make such suspension desir- 
able in the general interest. The liability of intermediaries shall 
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continue during such suspension unless otherwise determined by 
the Committee. 

74. In the settlement of aU bargains, dividends are to be accounted 
for at the net amount receiTable after deduction of income tax. 

In the case of dividends payable only abroad, the secretary to the 
share and loan department shall fix a price for the coupons in sterling 
money, which shall be posted in the Stock Exchange, and at which 
the dividends shall be accounted for. 

Securities to bearer are not deliverable on the settling day without 
the current coupon. 

Securities to bearer, with coupon payable on the settling day, shall 
be delivered ex-conpon. 

When the dividend is payable after the settling day, outstanding 
bargains in securities to bearer shall be settled with the current 
coupon, otherwise the buyer shall have the right to demand the 
market value of the coupon, which, in case of dispute, shall be fixed 
by the secretary to the share and loan department. 

75. Thirteen clear days between delivery and the closing of the 
books of the company shall be allowed by the seller to the buyer of 
shares of American railway companies, in order to afford time for 
transmission of the certificates to New York and Philadelphia. 

76. Six weeks between delivery and the closing of the books of 
the company shall be allovred by the seller to the buyer of shares of 
South African companies having registration offices in South Africa 
only, in order to afflord time for transmission of the certificates 
thereto. 

77. All optional bargains for the consols account shall be declared 
at a quarter before three o'clock two days before the account-day. 

Optional bargains made for a foreign settlement shaU be declared 
at a quarter before three o'clock on the day before the first making-up 
day, or at a quarter before one o'clock should that day fall on a 
Saturday. 

Options for any other day must be declared at a quarter before 
three o'clock, or on Saturdays at a quarter before one o'clock. 

If the day for the declaration of options fall upon a day on which 
the Stock Exchange is closed, they shall be declared on the preceding 
business day. 

78. When shares or stock on which options are open are quoted 
" ex rights " an official price will on application to the secretary of 
the share and loan department be fixed for the rights. 
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All rights in respect of options shall be settled by the allowance of 
such valuation in the option price, unless the member who has given 
for the call or taken for the put shall give notice in writing on or 
before the day the shares or stock are quoted "ex rights" that he 
vrill claim the new shares or stock and accept delivery if the option 
is exercised. 

79. The hours of business in the Stock Exchange are from eleven 
until three o'clock. On Saturdays business will close at one o'clock. 
When the ticket day is fixed for a Saturday, the House will be kept 
open until thbbb o'clock, for the purpose of the settlement only, the 
regulations for which shall be the same as on ordinary ticket days. 
The Stock Exchange will be closed on the following days, viz. : — 
1st January, 
Easter Monday, 
1st May, 
Whit Monday, 
The first Monday in August, 
1st November, 
26th December, 
unless specially ordered otherwise by the Committee. 

When either the 1st January, 1st May, 1st November, or 26th De- 
cember falls on a Sunday, the House will be closed on the day 
following. 



Rules Applicable to English, India, Corpoeation and 
Colonial Goveenment Insoeibed Stocks, &o. 

80. AU bargains, when no time is specified, shall be considered as 
made for the existing consols account, except bargains in Colonial 
Government stocks, which shall be for the foreign settling day. 

81. Any claim arising from a bargain effected for a future account 
more than eight days previously to the close of the pending account 
will not be allowed to rank against a defaulter's estate until all other 
creditors have been paid in full. 

82. An offer to buy or sell a sum of stock, at a price named, is 
binding as to any part thereof ; and an offer to buy or sell stock, 
when no amount is named, is binding to the amount of 1,OOOZ. stock. 

83. If the seller of English, India, or Corporation stock shall not 
receive from the purchaser a, transfer-ticket by ten minutes before 



RULES OF THE STOCK EXCHANGE. 183 

one o'clock, he may demand two shillings and sixpence for each 
transfer fee, which may he paid for the actual transfer of such stock. 
On a settling day, if the transfer-ticket is not delivered by a quarter 
before one o'clock, the seller may claim of the purchaser two shillings 
and sixpence for every 1,000Z. stock. 

If the seller shall not receive a transfer-ticket before half -past one 
o'clock on the day it was contracted to deliver the said stock, he may 
sell out the same and claim of the person who held the ticket at hall- 
past one o'clock any loss or charge incurred. 

If the ticket has not been issued before half -past twelve o'clock, 
any loss or charge incurred shall fall on the issuer of the ticket. On 
Saturdays stock may be sold out at a quarter-past twelve o'clock. 

84. The buyer of Colonial Government Inscribed stocks for the 
account must issue tickets before two o'clock on the ticket day, and 
the deliverer of Colonial Government Inscribed stocks who shall not 
receive a ticket by three o'clock on the ticket day may sell out on the 
settling day, or on any following day. 

If a ticket shall not have been regularly issued before two o'clock 
on the ticket day, the issuer thereof shall be responsible for any loss 
occasioned by such selling out. Should a ticket have been regularly 
put into circrdation, the holder at three o'clock on the ticket day 
shall be liable. In case of selling out on any subsequent day, the 
holder of the ticket at three o'clock on the previous day, or at one 
o'clock on Saturdays, shall be liable. Should, however, undue delay 
in passing the ticket be proved, the member causing such delay will 
be held responsible. 

85. Stock bought for a specified day, and not then delivered, may 
be bought in on the following day at eleven o'clock, and the member 
causing the default shall pay any loss incurred, and also in the case 
of English and India stocks dealt in for the settling day one-eighth 
per cent, for the non-delivery of the stock. This fine shall attach to 
all stock not delivered whether it shall have been bought-in or not. 

86. Stock receipts must be delivered by haU-past three o'clock ; 
but if a deliverer elect (under Bule 69) to deliver a stock receipt to 
the member with whom he has dealt (such member not being the 
issuer of the ticket) he shall deliver such receipt by a quarter-past 
three o'clock. 

Stock receipts must be delivered by half-past twelve o'clock on 
Saturdays. 
English and India Government, and Corporation securities to 
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bearer, must be delivered before three o'clock, or before twelve 
o'clock on Saturdays. 

87. When stock is borrowed without any stipulation as to its 
return, the borrower or lender may be called upon to deliver or take 
it on the following day, whether a regular transfer day or not. 

88. In cases of loans on the deposit of stock, when the striking of 
the balances for dividend takes place before repayment of the loan, 
the lender shall allow the dividend, deducting interest thereon till 
the day of payment of, and at the same rate as, the loan. 

89. Purchasers of Bank stock may require, at the seller's expense, 
as many transfers as there are even thousand pounds stock in the 
sum bargained for. 

90. The clerk of the House shall fix the making-up prices, by 
taking the average price between eleven and one o'clock on each of 
the two days preceding the account, and in the case of English, India 
and Corporation stocks between eleven and a quarter before one 
o'clock on the settling day ; and no making-up shall be binding unless 
at such fixed prices. 



EuLES Applicable to SBCtTBiTiES Dblivbeablb by Deed op 
Teanspbk. 

91. Bargains in stocks and shares, when no time is specified, shall 
be considered as made for the' existing account ; but those made 
after one o'clock on the first making-up day shall, unless otherwise 
specified, be for the ensuing account. 

92. Any claim arising from a bargain effected for a period beyond 
the ensuing two accounts will not be allowed to rank against a 
defaulter's estate until all other creditors have been paid in full. 

93. An offer to buy or sell an amount of shares or stock at a price 
named, is binding as to any part thereof that may be a marketable 
quantity ; and an ofEer to buy or sell shares or stock, when no amount 
is named, is binding to the amount of 1,OOOZ. stock, or to the amount 
of 50 shares. If, however, the market value of the shares is above 151. 
each, then an offer is binding only to the extent of 10 shares, and if 
the market value is not over 11. each, an offer is binding to the extent 
of 100 shares. 
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94. The seller of shares or stock is responsible for the genuineness 
and regularity of all documents delivered, and for such dividends as 
may be received, until reasonable time has been allowed to the trans- 
feree to execute and duly lodge such documents for verification and 
registration. When an oflBcial certificate of registration of such shares 
or stock has been issued, the Committee will not (unless bad faith is 
alleged against the seller) take cognizance of any subsequent dispute 
as to title, until the legal issue has been decided, the reasonable 
expenses of which legal proceedings shall be borne by the seller. 

95. The Committee will not (except under special circumstances) 
interfere in any question arising from the delivery of shares, stock, 
bonds or debentures by transfer in blank. 

96. The buyer who takes up securities deliverable by deed of 
transfer shall, before twelve o'clock on the ticket day, or in the case of 
securities dealt in in the mining markets, before two o'clock on the 
preceding day, issue a ticket, with his own name as payer of the 
purchase-money, which ticket shall contain the amount and denomi- 
nation of the stock or security to be transferred ; the name, address, 
and description of the transferee in full ; the price, the date and the 
name of the member to whom the ticket is issued. Each inter- 
mediate seller, in succession, to whom such ticket shall be passed, 
shall endorse thereon the name of his seller. 

All tickets representing stock or shares which, at the time, are 
subject to arrangement by the settlement department, s'naU be passed 
through the accounts at the making-up price of the first making-up 
day, and the stock or shares paid for at that price ; but the considera- 
tion money in the deed must be at the price on the ticket. 

A member receiving a ticket from the issuer after twelve o'clock 
on the ticket day, or for securities dealt in in the mining markets 
after two o'clock on the preceding day, shall note the fact on the 
back of the ticket ; and a member receiving a ticket after three 
o'clock on the ticket day, or for securities dealt in in the mining 
markets after six o'clock on the day before the ticket day, or at any 
time on any subsequent day, shall mark the exact time at which 
such ticket is received. 
It is also required that the holder of a ticket at 

One o'clock. 

Half -past one o'clock, 

Two o'clock, and 

Half-past two o'clock on the ticket day, or 
for securities dealt in in the mining markets at two o'clock and at 
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every hall-hour up to half-past five o'clock on the day before the 
ticket day, shall endorse such times on the back of the ticket. 

Members omitting to note the times thus fixed may become liable 
for losses occasioned by selling-out in case undue delay is proved 
under the provisions of Rules 105 and 106. 

A member splitting a ticket shall pay any increased expense caused 
by such splitting, and shall retain the original ticket. Split tickets 
must bear the name of the issuer of the original ticket. 

No claim for loss on a split ticket shall be valid unless made by the 
original claimant within three months after the date of the ticket, 
but the member splitting the ticket shall be liable to intermediate 
claimants for a period of four months. 

The liability of members to the settlement department for splits 
collected by the department shall extend for a period of six months 
from the date of the ticket. 

A member failing to keep the original ticket wiU be required to 
trace it in case of seUing-out. 

The passing of tickets shall commence at ten o'clock. 

Tickets may be left at the office of the seller up to twelve o'clock 
on ticket days and for securities dealt in in the mining markets up to 
two o'clock on the preceding day. After these hours all tickets must 
be passed in the settlement rooms. 

Tickets may be issued and passed on the day before the ticket day, 
but the buying-in upon tickets so issued shall not be allowed until 
the eleventh day after the ticket day. 

97. When shares have been converted into consolidated stock and 
are so quoted in the official list, buyers are required to pass tickets for 
stock, and not for shares. 

98. A member not refusing an antedated ticket, when tendered as 
such, takes it with all its liabilities ; but if it be passed as an ordinary 
ticket, the liabilities remain with the member putting such ticket 
again into circulation ; and any member holding an undated ticket 
shall not be liable for any loss arising from the shares or stock 
having been bought in, unless such ticket has been seven days in his 
possession. 

99. A member who makes an alteration in, or improperly detains 
a ticket, shall make good any loss that may occur thereby. 

100. The deliverer shall cause the shares or stock to be transferred 
at the price marked upon the ticket ; but no member shall be com- 
pelled to take a ticket at a price not quoted in the official list during 
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the account, unless the bargain represented by such ticket shallhave 
been made within the two preceding accounts. 

101. The deliverer may, previous to delivery, pay any call made 
on registered shares, although not due, and claim the amount of the 
issuer of the ticket. 

102. The buyer of shares or stock shall pay the ad valorem duty 
and registration fee, and shall state on the ticket the amounts in 
which he may desire to have the shares or stock transferred (pro- 
vided no such amounts require a higher stamp than 50Z.). 

In cases of loans the borrower shall pay the nominal consideration 
stamps of ten shillings, the registration fees, and the mortgage stamp. 

103. The buyer shall, in the event of his ticket being split, pay for 
any portion of shares or stock which may be presented, provided the 
number be not less than ten shares, or the value less than 200Z. 

104. The buyer of shares or stock may refuse to pay for a transfer 
deed unaccompanied by coupons or certificates, unless it be officially 
certified thereon that the coupons or certificates are at the office of the 
company. But if the transfer deed be perfect in all other respects, 
the shares or stock must not be bought in until reasonable time has 
been allowed to the seller to obtain the verification required. If the 
seller have a larger coupon than the amount of stock conveyed, or 
only one coupon representing stock conveyed by two or more transfer 
deeds, the coupon may be deposited with the secretary of the share 
and loan department of the Stock Exchange, who shall forward it to 
the office of the company, and certify to that effect on the transfer 
deeds, which shall then be a valid delivery. No person is to look to 
the managers or Committee of the Stock Exchange as being liable 
for the due or accurate performance of those duties, the managers 
and Committee holding themselves, and being held, entirely irre- 
sponsible in respect of the execution, or of any mis-execution, or 
non-execution, of the dutiss in question. 

105. The deliverer of shares or stock who shall not receive a ticket 
by half -past two o'clock on the ticket day, may sell out such securities 
up to three o'clock ; but if the security be one of those undertaken 
by the settlement department, written notice stating from whom a 
ticket is required must be given to the department at least one hour 
before such selling-out. 

This notice must be given by all members wishing to sell out 
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securities undertaken by the department, and in no case shall such 
securities be sold out before twelve o'clock. 

If a ticket, except for securities dealt in in the mining markets, 
shall not have been regularly issued before twelve o'clock, the issuer 
thereof shall be responsible for any loss occasioned by such selling- 
out. Should, however, a ticket have been regularly put into circula- 
tion, the holder thereof at two o'clock shall be responsible for any 
selling-out on the ticket day, If the selling-out take place on the 
pay day, the holder of the ticket at three o'clock on the ticket day 
shaU be liable ; unless such ticket was in the settlement department at 
three o'clock, in which case the holder of such ticket at five o'clock 
shall be liable. In case of selling-out on any subsequent day, the 
holder of the ticket at three o'clock on the previous day, or at one 
o'clock on Saturdays, shall be liable, unless he can prove undue delay 
in passing the ticket. 

Should the deliverer allow two clear days from three o'clock on the 
ticket day to elapse without availing himself of his right to sell out, 
his buyer shall be relieved from all loss in cases where the ticket has 
not been passed in consequence of the public declaration of any 
member as a defaulter. If a seller does not deUver shares or stock 
within thirteen clear days from the date of the ticket, the inter- 
mediate buyer from whom he received the ticket shall be released, 
and the issuer thereof shall alone remain responsible for the payment 
of the purchase-money. 

106. The deliverer of shares or stock dealt in in the mining 
markets, who shall not receive a ticket by half-past two o'clock on 
the ticket day, may sell out such securities up to three o'clock ; but 
if the security be one of those undertaken by the settlement depart- 
ment, written notice stating from whom a ticket is required must be 
given to the department at least one hour before such selling-out. 

This notice must be given by all members wishing to sell out 
securities undertaken by the department, and in no case shaU such 
securities be sold out before twelve o'clock. 

If a ticket for such securities shall not have been regularly issued 
before two o'clock on the day before the ticket day, the issuer thereof 
shall be responsible for any loss occasioned by such selling-out. 
Should, however, a ticket have been regularly put into circulation, 
the holder thereof at two o'clock on the ticket day shall be respon- 
sible for any selling-out on that day ; and the holder of the ticket at 
six o'clock on the day before the ticket day shall be responsible for 
any seUing-out on the pay day, unless the ticket was in the settlement 
department at six o'clock on the day before the ticket day, in which 
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case the holder of the ticket at one o'clock on the ticket day shall be 
liable. 

In the case of selling-out on any day after the pay day, the holder 
of the ticket at three o'clock on the previous day, or one o'clock on 
Saturdays, shall be liable, unless he can prove undue delay in passing 
the ticket. 

Should the deliverer allow two clear days from three o'clock on the 
ticket day to elapse without availing himself of his right to sell out, 
his buyer shall be released from all loss in cases where the ticket has 
not been passed in consequence of the public declaration of any 
member as a defaulter. If a seller does not deliver shares or stock 
within fourteen clear days from the date of the ticket, the inter- 
mediate buyer from whom he received the ticket shall be released, 
and the issuer thereof shall alone remain responsible for the payment 
of the purchase-money. 

107. When shares or stock are sold out, if a ticket be not given 
within half an hour after the time of sale, the transfer may be made 
into the name of the buyer. 

108. If shares or stock are not delivered within ten days, the 
issuer of the ticket may buy in the same against the seller at or after 
half-past one o'clock on the eleventh or any subsequent day after the 
date of the ticket, or, in the case of mining securities, for which 
tickets have been issued on the day before the ticket day, on the 
twelfth or any subsequent day after the date of the ticket. 

In the ease of companies which prepare their own transfers, shares 
or stock may be bought-in on the eleventh, or any subsequent day 
after the earliest date on which a transfer can be procured. 

One hour's public notice of such buying-in must be posted in the 
Stock Exchange ; the notices to be posted not later than half -past 
twelve o'clock. On Saturdays notices shall be posted by half -past 
eleven o'clock, and no buying-in shall take place before a quarter- 
past twelve o'clock. The name into which the shares or stock are to 
be transferred must be stated in the order to buy-in, if required by 
the manager of the buying-in and selling-out department. The loss 
occasioned by such buying-in shall be borne by the ultimate seller, 
unless he can prove that there has been undue delay in the passing of 
the ticket on the part of any member, who shall in that case be 
liable. 

Shares or stock thus bought-in and not delivered by one o'clock on 
the following day, or by twelve o'clock on Saturdays, may be re- 
purchased for immediate delivery without further notice, and any 
loss shall be paid by the member causing such repurchase. 



190 APPENDIX. 

In case the official shall not succeed in executing an order to buy -in 
the notice of such buying-in shall remain on the general notice 
board, and the official may buy-in shares or stock, if not delivered, 
on any subsequent day without further notice, but not before two 
o'clock, or on Saturdays before a quarter-past twelve o'clock. 

109. The issuer of a ticket who shall allow thirteen, or, in the 
case of mining securities for which tickets have been issued on the 
day before the ticket day, fourteen clear days from the date of his 
ticket, or, in the case of companies which prepare their own transfers, 
thirteen clear days after the earliest day a transfer can be procured, 
to elapse without buying-in or attempting to buy-in shares or stock, 
shall release his seller from all liability in respect of the non-delivery 
of the securities, unless he shall have waived his right to buy-in at 
the request, or with the consent of his seller ; and the holder of the 
ticket shall alone remain responsible to such issuer for the delivery 
of the securities. 

109a. The liability of issuers and holders of tickets is not 
affected by the fact that intermediaries have been released by lapse 
of time. 

110. The buyer is entitled to new shares or stock issued in right 
of old, provided that he specially claim the same in writing from the 
seller not later than four o'clock (one o'clock on Saturdays) on the 
day preceding the latest day fixed for the receipt of applications. 
Claims should be entered as bargains, and as such be checked in the 
usual manner. 

Notwithstanding the provisions of the above clause, the seller shall 
be responsible to the buyer for the new shares or stock, although 
claimed later than four p.m. on the above-named day, if he be in 
possession of the same : and should he not be in possession of the 
new shares or stock he is bound to render every assistance to the 
buyer in tracing the same. 

When practicable, claims are required to be settled by letters of 
renunciation. No member shall be required to accept letters of 
renunciation after half-past two (twelve o'clock on Saturdays) on 
the latest day fixed for the receipt of applications. 

Where no renunciation letters are issued, all payments as and 
when required by the company are to be advanc ed to the seller by 
the buyer, who may demand a receipt for the same, such payments 
being considered as for delivery of stock open for the special 
settlement. j 
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If the new shares or stock cannot be obtained by letters of 
renunciation, the secretary of the share and loan department, 
subject to the approval of the chairman or deputy-chairman or two 
members of the Committee for General Purposes, shall fix a price at 
which the new securities may be temporarily settled and which may 
be deducted by the buyer from the purchase-money of the old 
securities until the special settlement. 

The Committee will not entertain any dispute relating to unchecked 
claims, unless brought before them within ten days after the special 
settling day. 

111. On the day before the ticket day, and on the ticket day, the 
clerk of the House shall, at twelve o'clock, fix the making-up prices 
by taking the then actual market prices, and no making-up shall be 
binding unless at such fixed prices. A making-up price shall also be 
fixed for securities dealt in in the mining markets on the second day 
before the ticket day, and when the ticket day falls on a Tuesday, on 
the preceding Friday. In case of dispute as to the making-up price, 
or of any omission in fixing the same, the clerk of the House shall 
act upon the decision of two members of the Committee. 

lis. On the morning of the settling day all unsettled bargains 
shall be brought down and temporarily adjusted at the making-up 
price of the ticket day, except bargains in stocks and shares subject 
to arrangement by the settlement department, which shall be 
brought down and temporarily adjusted at the making-up price of 
the day before the ticket-day. 

113. No member shall be required to pay for shares or stock pre- 
sented after half -past two o'clock ; or after twelve o'clock on 
Saturdays. 

If a deliverer elect to settle with his immediate buyer, under the 
provisions of Eule 69, he shaU deliver his securities before half-past 
twelve o'clock, but intermediaries on the trace are bound to pay 
their sellers up to two o'clock. 



Rules Applicable to Sbcueitibs to Bbaeee. 

114. Bargains, when no time is specified, shall be considered as 
made for the existing account ; but those made after one o'clock on 
the day before the ticket day shall, unless otherwise specified, be for 
the ensuing account. 
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115. Any claim arising from a bargain effected for a period beyond 
the ensuing two accounta will not be allowed to rank against a 
defaulter's estate until all other creditors have been paid in full. 

116. An ofEer to buy or sell a sum of stock, at a price named, is 
binding as to any part thereof, not less than the under-mentioned 
sums, and divisible by the same, viz. : — 

l,000i. stock or scrip. 

750 f cs. French Rentes. 

10 shares. 
An ofEer to buy or sell United States bonds or shares, when no 
amount is named, is binding to the amount of |5,000 bonds or 100 
shares. 

117. No member shall be required to accept the delivery of a 
certificate of American shares of a larger amount than 10 shares of 
$100 each nominal capital, or 20 shares of $50 each, nor an American 
bond of a larger amount than $1,000, except upon special contract. 

Smaller certificates or bonds must be of such denominations as to 
be deliverable in the above amounts. 

118. The seller of securities for a particular day, which the buyer 
is not prepared to pay for by half -past two o'clock on that day (or 
twelve o'clock on Saturdays), may sell out the same, and claim of the 
buyer any loss incurred. 

119. On the ticket day between ten and one o'clock, tickets shall 
be passed without any price thereon, and the accounts made up 
therewith are to be settled at the making-up price of the day before- 

Tickets must bear distinctive numbers and be for the following 
amounts, viz. : — 

l,O0OZ. stock, or multiples of 1,000/., up to 5,000?. 

1,000Z. Italian stock, or multiples thereof, up to 5,000Z. Also 8001., 

or multiples thereof, up to 4,800Z. 
$5,000 American stocks, or multiples thereof, up to $25,000. 
1,500 fcs. French 3 per Cent. Eentes, or multiples thereof, up to 

6,000 fcs. 
10 shares, or multiples thereof, up to 100. 

Tickets for 5001. stock may be passed for bargains or balances of 
that amount. 

Smaller amounts must be settled without tickets. 

Tickets shall not be issued later than half-past twelve on the 
ticket day. 
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Tickets shall not be split, except in the settlement department in 
cases where the Sub-Committee appointed to control that department 
may consider it necessary. 

Every member is required to endorse on the ticket the name of the 
member to whom it is passed. 

On the settling day, and on the day after the settling day, the 
delivery of securities shall commence at ten o'clock. 

Sellers shall accept tickets. If a deliverer elect to settle with his 
immediate buyer, under the provisions of Rule 69, he shall deliver his 
securities before half-past twelve o'clock, but intermediaries on the 
trace are bound to pay their sellers up to two o'clock. 

The holder of tickets passed under this rule, and of tickets passed 
by the settlement department, may deliver securities up to two 
o'clock on settling days. 

A member not issuing a ticket shall be required to pay for stock 
up to half -past two o'clock. 

Buyers shall pay for such portion of securities as may be delivered 
within the prescribed times. 

120. A member shall be required to pay for securities presented 
until half -past two o'clock on any day other than settling days. On 
Saturdays he shall not be required to pay for securities after twelve 
o'clock. 

121. Securities bought for any period, except the settling day, 
which shall not be delivered by half -past two o'clock, or by twelve 
o'clock on Saturdays, may be bought in on the same, or any sub- 
sequent day, and any loss occasioned by such repurchase shall be 
borne by the seller. 

But securities bought for the settling day, and not delivered by 
half-past two o'clock, may be bought in on the following, or any 
subsequent day, after one hour's notice has been posted in the 
market announcing the intended purchase ; the notices to be posted 
not later than half-past twelve o'clock. The buying- in shall not take 
place before half-past one o'clock, nor before quarter-past twelve 
o'clock on Saturdays, on which days public notice shall be posted by 
half-past eleven o'clock. The loss shall be borne by the member who 
shall not have delivered the shares or stock by half -past two o'clock 
on the previous day, or by one o'clock on Saturdays. 

Stock thus bought in, and not delivered by one o'clock on the 
following day, or by twelve o'clock on Saturdays, may be re-purchased 
for immediate delivery without further notice, and any loss shall be 
paid by the member causing such repurchase. 

S.E. 13 
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In case the official shall not succeed in executing an order to buy- 
in, the notice of such buying-in shall remain on the general notice 
board, and the official may buy in such stock, if not delivered, on any 
subsequent day without further notice, but not before two o'clock, or 
on Saturdays before a quarter-past twelve o'clock. 

A member neglecting to take the numbers of securities delivered 
after time, shall be required to trace out the member responsible 
for the losg. 

122. A member who shall allow two clear days to elapse without 
availing himself of his right to buy-in, or without attempting to buy- 
in securities, releases his seller from any loss in consequence of the 
public declaration of any member as a defaulter, unless he shall have 
waived such right at the request, or with the consent, of the seUer. 
The holder of a ticket who shall allow two clear days to elapse with- 
out delivering the stock releases his buyer from any loss in con- 
sequence of the declaration of any member as a defaulter. 

123. The clerk of the House shall, at twelve o'clock on each of the 
two days preceding each settling, fix the making-up prices of all 
securities by taking the then actual market prices ; and no making- 
up shall be binding unless at such fixed prices. 

124. On settling days, all unsettled bargains shall be brought 
down and temporarily adjusted, at prices to be fixed by the clerk of 
the House at half-past two o'clock, and the differences shall be paid 
in the usual manner. 

125. Bargains in Exchequer bonds and in stock certificates are for 
bonds and stock certificates not filled up to order. 

126. Bargains in French Rentes, unless otherwise specified, shall 
be settled in certificates to bearer, and at a fixed exchange of 25 fcs. 
per pound sterling. 

127. Foreign coupons sold at the exchange of the day, and not 
paid, are returnable with all reasonable expenses. 

128. The buyer of -bonds or other securities subject to periodical 
drawing shall not be entitled to claim delivery thereof previous to the 
day for which they were bought. Bargains must be settled in 
securities which have not been drawn. 

In case of the erroneous delivery of any drawn securities, the buyer 
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(on receipt of undrawn securities, and on allowance being made for 
any drawing or dividend of which he may have lost the benefit) shall 
deliver such securities back to the person who held them at the time 
of the drawing, or shall pay to him any proceeds received from such 
drawing, provided the said securities or the proceeds thereof be 
traced to, and remain in the possession and under the control of, such 
buyer, all intermediate members being released from liability. 

No claim by the seller in respect of the erroneous delivery of drawn 
securities will be entertained by the Committee unless made within 
nine calendar months. 

1S9. The buyer is entitled to new securities issued in right of 
old, provided that within reasonable time he specially claim the 
same in writing from the seller, who may after due notice require 
the buyer to complete the bargain in old securities. Claims 
should be entered as bargains, and as such be checked in the usual 
manner. 

The secretary of the share and loan department, subject to the 
approval of the chairman or deputy-chairman or two members of 
the Committee for General Purposes, shall fix a price at which the 
new securities may be temporarily settled, and which may be 
deducted by the buyer from the purchase-money of the old securities, 
until the special settlement. 

The Committee will not entertain any dispute relating to un- 
checked claims, unless brought before them within ten days after 
the special settling day. 

130. The deliverer is responsible for the genuineness of securities 
delivered, and in case of his death, failure, or retirement from the 
Stock Exchange, such responsibility shall attach to each member in 
succession through whose account the ticket for such securities shall 
have passed. 

The deliverer of securities on tickets is required to apportion such 
securities to each ticket at the time of delivery, and takers of 
securities, in order to secure their right under this rule, shall keep 
such tickets and the numbers of the securities to which they were 
respectively apportioned, or, in the case of settlement department 
tickets, the numbers of such tickets. 

French and Egyptian securities to bearer which, under French 
or Egyptian law, have been officially notified as stopped, are 
returnable to the deliverer. 

131. Erery bond or scrip share is to be considered perfect, unless 
it be much torn or damaged, or a material part of the wording be 

13—2 
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obliterated. The Committee will not take cognisance of any com- 
plaint in respect of bonds or shares alleged to have been delivered in 
a damaged condition, or deficient in, or with irregular, coupons, 
should such bonds or shares be detained by the buyer more than eight 
days after the delivery, unless it can be proved that the member 
passing them was aware of their being imperfect. 

The Committee will not take cognisance of any complaint in respect 
of the irregularity in the endorsement of American share certificates, 
should such certificates be detained by the buyer more than three 
months after delivery, unless it can be proved that the member 
passing them was aware of the irregularity. 

133. Bonds and debentures of railways in Great Britain, Ireland, 
and the East Indies shall be dealt in so that the accrued interest, up 
to the day for which the bargain was done, be paid by the buyer ; 
but bargains in bonds and debentures of colonial and foreign railways 
shall include the accrued interest in the price. 



Special Sbttling Days. 

133. Bargains in the scrip or bonds of a new loan, or the shares or 
other securities of a new company, shall be considered as made for 
special settlement. 

Claims arising from bargains for a date previous to that fixed for 
the special settlement will not be admitted against a defaulter's 
estate until all other claims have been paid in full. 

134. The secretary of the share and loan department shall give 
three days' public notice of any appUoation for a special settling day 
in the scrip or bonds of a new loan previously to its being submitted 
to the Committee, who will appoint a special settling day, provided 
that sufficient scrip or bonds are ready for delivery, as vouched for 
by a certificate verified by the statutory declaration of the contractors 
or agents stating the amount allotted ; and that the scrip and bonds 
are in reasonable amounts. 

135. Bargains in foreign loans which are ofScially quoted in the 
country to which they belong shall be for the ordinary settlement. 

136. The secretary of the share and loan department shaU give 
three days' public notice of any application; for a special settling 
day in the shares or other securities of a new company previously to 
such application being submitted to the Committee, who will appoint 
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a special settling day provided that sufficient scrip or shares are 
ready for delivery. 

*The Committee will not fix a special settling day for bargains in 
shares or securities issued to the vendors, credited as fuUy or partly 
paid, until six months after the date fixed for the special settlement 
in the shares or securities subscribed for by the public. 



Official Quotations. 

137. The Committee may order the quotation of the scrip or 
bonds of any loan, the dividends of which are payable in this 
country, provided that the application, of which three days' public 
notice must be given, is accompanied by the prospectus, by notarial 
copies or translations, or other satisfactory evidence of the powers 
under which the loan is contracted ; that the loan has been publicly 
negotiated by tender, contract, or otherwise ; that the bonds specify 
the amount and conditions of the loan, the powers under which it 
has been contracted, and the numbers and denominations of the 
bonds issued, and that they bear the autographic signature of the 
contractor or properly authorised agent. 

Bonds will not be admitted to quotation until a specimen has been 
submitted to the Committee. 

138. Bonds, the dividends of which are payable abroad, may be 
quoted upon satisfactory proof of the amount created and issued, and 
of the official quotation in the country where issued. 

139. The Committee may order the quotation in the official list of 
any class of the shares or securities of a new company, provided — 

(I.) That the company is of sufficient magnitude and importance : 

(II.) That three days' public notice of the application has been 
given : 

(III.) That the following documents have been deposited with the 
secretary of the share and loan department : 

(a) The prospectus ; 

(J) The certificate of incorporation, Act of Parliament, or other 
similar document ; 

(o) The certificate that the company is entitled to commence 
business ; 



* This paragraph does not necessarily apply to reorganisations or amalgama- 
tions of existing companies, or to cases where no public shares are issued, or to 
cases where the vendors take the whole of the shares issued for cash. 
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(d) The articles of association ; 

(e) The original applications for shares or securities ; 

(/) The allotment book for shares or securities, with a summary 
signed by the chairman and secretary of the company ; 

(ff) A copy of the letter of allotment for shares or securities ; 

(h) A specimen of the certificate or bond ; 

(i) Certified copies of contracts and agreements ; 

(J) Notarially certified translations of concessions, deeds, and 
agreements ; 

(l) A certificate, verified by the statutory declaration of the 
chairman and secretary, stating : — 

(1) That ,the prospectus complies with the provisions of the 

Companies Acts ; 

(2) That all documents required by the Companies Acts have 

been duly filed, and the dates of filing the same : 

(3) The number of shares and amount of securities applied for 

by and unconditionally allotted to the public, and the 
distinctive numbers of the same ; 

(4) The number of shares and amount of securities allotted in 

whole or in part for a consideration other than cash and 
the distinctive numbers of the same ; 

(5) The amount of deposits paid ; 

(6) That such deposits are absolutely free from any lien ; 

(7) That the certificates or bonds are ready for delivery ; 

(8) That the purchase of the properties has been completed, and 

the purchase-money paid ; 

(9) That no impediment exists to the settlement of the account ; 
(m) The bankers' pass book ; 

(n) A certificate from the bankers, stating the amount of deposits 

received ; 
(o) In the case of an issue of debentures or debenture stock — 

(1) The trust deed, if any ; 

(2) The oflScial certificate of the registration of the mortgage or 

charge ; 
(IV.) That the prospectus — 
(a) Shall have been publicly advertised j 
(i) Agrees substantially with the Act of Parliament or articles of 

association ; 
(c) Provides — 

(1) For the issue of not less than one-half of the authorised 

capital ; 

(2) For the payment of 10 per cent, upon the amount subscribed ; 
(<Z) If ofiering debentures or debenture stocks, however designated 
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or described, states all terms, conditions and circumstances 
under which such are or may become redeemable or repayable. 

(V.) That two-thirds of the amount proposed to be issued of any 
such class of the shares or securities (whether such issue be the whole 
or part of the authorised amount) shall have been applied for by and 
unconditionally allotted to the public (shares or securities reserved or 
granted in lieu of money payments to concessionaires, owners of 
property or others not being considered to form part of such public 
allotment) : 

(VI.) That the articles of association restrain the directors from 
employing the funds of the company in the purchase of, or in loans 
upon the security of, its own shares : 

(VII.) That every debenture or debenture stock certificate shall 
contain the information required in Clause IV. (d) ; and when 
any of such are allotted to vendors in lieu of money payments, the 
certificates shall be enfaced " issued to vendors." 

(VIII.) That a broker, a member of the Stock Exchange, is autho- 
rised to give full information as to the formation of the undertaking, 
and be able to furnish the Committee with all particulars they may 
require. 

140. Foreign companies partly subscribed for and allotted in this 
country, shall not, unless under special circumstances, be allowed a 
quotation in the official list, until they have been officially quoted 
in the country to which they belong. 

141. The Committee may order the quotation of shares or securities 
issued to vendors credited as fully or partly paid, six months after the 
date fixed for the special settlement of the shares or securities of the 
same class subscribed for by the public, provided a quotation for the 
latter is also granted. 

Oedinaby Sbttling Days aitd OpriciAL Quotation 
OF Prices. 

142. The Committee shall fix the settling day for English stock, 
at least eight days previous to the settlement of the pending account, 
and at their first meeting in each month they shall fix the ticket days 
and settling days for foreign stock, shares, &c., of the second suc- 
ceeding month. 

The secretary shall give notice of the days thus appointed. 

143. The settling day in English omnium and scrip shall be two 
days prior to the respective days of payment of each of the several 
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instalments, unless the payment falls on a Tuesday, in which case the 
settling day shall be on the previous Monday. 

In case the payment of an instalment on foreign or other scrip falls 
on a settling day, the settlement of such scrip shall take place the 
day previous to the payment. 

144. A list of prices of English and foreign stocks, shares and 
other securities, permitted to be quoted, shall be published under the 
authority of the Committee ; and no list shall be published and sold 
by a member without the sanction of the Committee. 

145. The prices of all bargains may be quoted in the official list, 
but no price shall be inserted unless the bargain shall have been made 
in the Stock Exchange between members at the market price ; nor on 
the authority of one of them, if he refuse, when required by a member 
of the Committee, to give up the name of the member with whom he 
has dealt. 

146. Bargains at special prices by reason of their exceptional 
amounts may only be quoted with distinguishing marks. 

147. Bargains in English stock for the next transfer day, or in 
foreign or other stocks for the following day, may be marked in the 
official list of money prices. 

Bargains in all stocks made during the shutting, for the opening, 
may be quoted in the official list. 

Bargains in foreign bonds may be quoted in the official list, vrith 
or without over-due coupons. 

Omnium may be quoted for the issue of the receipts, for money, 
and for the next succeeding payment. 

148. All dealings in British and India stocks shall be quoted 
ex dividend on the morning of the day after that on which the books 
close for dividend. 

149. Bargains in transferable shares or stock, except securities 
dealt in in the mining markets, shall be quoted ex interest from the 
beginning of the account in which the interest may become payable ; 
and ex dividend from the beginning of the account following that in 
which the dividend may have been declared, provided the dividend 
be made payable to the holders then registered ; but in case of a 
subsequent shutting of a company's books for payment of the dividend, 
then, from the beginning of the account following that in which such 
shutting occurs. 
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Securities dealt in in the mining markets shall be quoted ex dividend 
from the beginning of the account following that in which the divi- 
dend shall have been paid. 

Bargains in securities to bearer shall be quoted ex dividend on the 
day when the dividend is payable. 

Shares in foreign railways shaU, when practicable, be quoted ex 
dividend, or ex interest, at a period in accordance with the practice 
of foreign bourses. 

150. Bargains should be quoted in the order in which they are 
made ; but the clerks of the House may, with the concurrence of a 
member of the Committee, quote omitted bargains, if notified before 
one o'clock, in the order in which they occurred, upon a written appli- 
cation from the buyer and the seller, stating the amount, the time 
when, and the price at which, such bargains were made ; and such 
application shall be filed, and laid before the Committee at their 
next meeting. The above regulation applies likewise to all bargains 
done between one and three o'clock. 

151. A price inserted in the official list shall not be expunged, 
without the authority of the chairman, deputy-chairman, or two 
members of the Committee. 



Failures. 

152. A member unable to fulfil his engagements shall be publicly 
declared a defaulter by direction of the chairman, deputy-chairman, 
or any two members of the Committee. 

153. A member declared a defaulter in the Stock Exchange, or a 
member who may become a bankrupt, or be proved to be insolvent, 
or against whom a receiving order in bankruptcy may have been 
made, although he may not be at the same time a defaulter in the 
Stock Exchange, ceases to be a member. 

154. When a member shall give private intimation to his creditors 
of his inability to fulfil his engagements, the creditors shall not make 
any compromise with such defaulter, but shall immediately com- 
municate with the chairman, deputy-chairman, or two members of 
the Committee, in order that the member in default may be 
immediately declared ; and in case the Committee shall obtain know- 
ledge of any private failure, the name of the defaulter shall be 
publicly declared. 
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155, A member conniving at a private failure, by accepting less 
than the full amount of his debt, shall be liable to refund any money 
or securities received from such defaulter, provided he shall be 
declared within two years from the time of such compromise, the 
property so refunded being applied to liquidate the claims of the 
subsequent creditors. Any arrangement for settlement of claims, in 
lieu of honafde money payment on the day when such claims become 
due, shall be considered as a compromise, subjectj to the provisions of 
this rule. 

156. A member who shall have received a difierence on an account, 
prior to the regular day for settling the same, or who shaU have 
received a consideration for any prospective advantage, whether by 
a direct payment of money, or by the purchase or sale of stock at a 
price either above or below the market price at the time the bargain 
was contracted, or by any other means, prior to the day for settling 
the transaction for which the consideration was received, shall (in 
case of the failure of the member from whom he received such 
difference or consideration) refund the same for the general benefit 
of the creditors ; and any member who shall have, under the circum- 
stances above stated, paid or given such difference or consideration, 
shall again pay the same to the creditors ; so that, in each case, all 
persons may stand in the same situation with respect to the creditors, 
as if no such prior settlement or other arrangement had taken place. 

157. A creditor receiving, under any circumstances, a larger 
proportion of differences on a defaulter's estate than that to which 
each of the creditors is entitled, shall refund such portion as shall 
reduce his dividend to an equality with the others. 

158. Creditors for differences shall have a prior claim on all 
differences received by, or due to, a defaulter's estate. 

159. Members not receiving due payment for securities delivered 
on the day of default, are entitled, so far as regards the value thereof, 
at the average price on the day of delivery, to be paid pro raid, and 
preferentially, out of assets resulting in any manner from such 
securities, or derived from the defaulter's own resources ; and, should 
these prove insufficient, they shall, as to the balance of such claims, 
participate with other creditors in any surety money of the defaulter. 

160. In the case of loans of money made upon securities valued at 
less than the market-price, the lender shall realise his securities 
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within three clear days (unless the creditors consent to a longer 
delay), or take them at a price to be fixed by the oflBcial assignees 
(with appeal to any two members of the Committee). Should the 
security be insufficient, the difEerence may be proved against the 
defaulter's estate. 

161. No loan without security shall be admitted as a claim on the 
differences of a defaulter's estate ; nor shall any such loan, when of 
longer duration than two business days, be admitted as a claim on 
any other of his assets ; and should any unsecured creditor receive 
payment of his loan from a member on the day of his default, such 
payment being made out of assets not belonging to the defaulter 
previously to that day, he shall refund the amount so received for the 
benefit of the defaulter's estate. 

162. Differences allowed to remain unpaid for more than two 
business days beyond the day on which they become due, cannot be 
proved against a defaulter's estate, or set off against any difference 
due to a defaulter at the time of his failure. Differences overdue 
and paid previous to the day of default are not to be refunded. 

163. The Committee will not recognise any claim on a defaulter's 
account that does not arise from a Stock Exchange transaction. 

164. No defaulter shall be re-admitted who shall not, if required, 
give up the name of any principal indebted to him, or who, within 
fourteen days from the date of his failure, shall not have delivered to 
th^ official assignees, or to his creditors, his original books and 
accounts, and a statement of the sums owing to, and by him, in the 
Stock Exchange, at the time of his failure. 

165. A member, having compounded with his creditors, and being 
subsequently declared a defaulter, shall not be eligible for re-admission 
for six months, and should he be declared in consequence of his having 
so compounded, his sureties shall not be called upon to pay their 
security money. 

166. A defaulter shall not be eligible for re-admission who shall 
not have paid from his own resources, independently of his security 
money, at least one-third of the balance of any loss that may occur 
on his transactions, whether on his own account or that of principals ; 
or who, in the event of his debts being less than the amount which 
his sureties may be called upon to pay, shall not have refunded to the 
sureties one-third of the amount paid by them. 
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167. A member who passes or retains a ticket for shares or stock, 
whereby loss is incurred or increased, and who shall be declared a 
defaulter in that account, shall not be eligible for re-admission for at 
least one year fromthe date of such default, provided it be proved to 
the satisfaction of the Committee that he knew himseU to be insolvent 
at the time of passing or retaining the ticket. 

168. No member shall carry on business for a defaulter for his 
benefit, without the consent of the creditors, and the sanction of the 
Committee. No member shall deal with a defaulter on his own 
account before his re-admission to the Stock Exchange. 

169. No member shall transact business for a principal who, to 
his knowledge, is in default to another member, unless such person 
shall have made a satisfactory arrangement with his creditors. 

170. Non-members shall be allowed to participate in defaulters' 
egtates, provided their claims be admitted by the creditors, or, in case 
of dispute, by the Committee ; and a person whose claim is so ad- 
mitted may be represented at the meeting of creditors by any 
member whom he may select. 

171. No member, being a creditor upon a defaulter's estate, shall 
sell, assign, or pledge his claim on such estate to a non-member, with- 
out the concurrence of the Committee ; and such assignment shall 
be immediately communicated to the official assignees. 

173. If a creditor of a defaulter be dead, the dividend due to him 
shall be paid to his legal representative ; but if the creditor himself 
be a defaulter, the dividend due to him shall be paid to his creditors. 

173. Upon any application for the re-admission of a defaulter, a 
Sub-Committee, of not more than three members, to be chosen in 
alphabetical rotation, shall investigate his conduct and accounts ; and 
no further proceedings shall • be taken by the Committee with regard 
to his re-admission, until the report of such Sub-Committee shall 
have been submitted, together with a balance sheet of the defaulter's 
estate, signed by himself. 

The attention of the Sub-Committee shall be directed, 

1st, — To ascertain the amount of the greatest balance of shares 
or stock open at any time during the account, the current 
balance at his bankers', as well as the balance of shares or stock 
open at the time of failure ; and whether the transactions were 
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on his own account, or on account of principals, specifying the 
amount of each respectively. 

2nd, — To ascertain the total amount of money paid by him ; 
specifying the sums collected in the Stock Exchange, and those 
received from principals, and the money or other property 
brought forward by himself. 

3rd, — To ascertain the conduct of the defaulter preceding and 
subsequent to his failure ; and to enquire of the oflBcial assignees 
whether any matter, prejudicial or otherwise to the defaulter's 
application, has transpired at any meeting of creditors, or has 
oflBcially come to their knowledge elsewhere. 

4th, — To ascertain whether the defaulter has violated rule 167. 

174. The re-admission of defaulters shall be in two distinct 
classes : — 

The Jirst class to be for cases of failure arising from the default of 
principals, or from other circumstances, where no bad faith, nor 
breach of the regulations of the House has been practised ; where 
the operations have been in reasonable proportion to the defaulter's 
means or resources, and where his general conduct has been 
irreproachable. 

The second class, for cases marked by indiscretion, and by the 
absence of reasonable caution. 

The decision of the Committee on the re-admission of a defaulter 
shall remain posted in the Stock Exchange for thirty days. 

175. Every defaulter, bankrupt, or insolvent (applying for re- 
admission) shall furnish the Sub-Committee with every information 
they may require. 

OrFiciAL Assignees. 

176. Two or more members shall be appointed annually by the 
Committee, to act as official assignees, whose duty it shall be to obtain 
from a defaulter his original books of account, and a statement of the 
sums owing to and by him, to attend meetings of creditors, to sum- 
mon the defaulter before such meetings ; to enter into a strict 
examination of every account ; to investigate any bargains suspected 
to have been efEected at unfair prices ; and to manage the estate in 
conformity with the rules, regulations, and usages of the Stock 
Exchange. 

177. Each official assignee shall find security amounting to 1,000^. 
from two or more members of the Stock Exchange. In the event of 
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any default or misappropriation by either assignee of funds or pro- 
perty entrusted to his care, or of any other act of dishonesty on his 
part, each of his sureties shall pay, under direction of the Committee, 
such sum as he shall have guaranteed. 

178. The assignees shall collect and pay the assets into such bank, 
and in such names, as the Committee may from time to time direct, 
and the same shall be distributed as soon as possible. 

179. In every case of failure, the official assignee shall publicly fix 
the prices current in the market immediately before the declaration, 
at which prices all members having accounts open with the defaulter 
shall close their transactions by buying of or selling to him such stocks, 
shares or other securities as he may have contracted to take or deliver, 
the differences arising from the defaulter's transactions being paid^to 
or claimed from the official assignee. In the event of a dispute as 
to the prices named, they shall be fixed by two members of the Com- 
mittee, but no objection will be entertained unless written application 
is made to the official assignee within two business days of the time 
when the list was posted in the Stock Exchange. 

180. The official assignees shall not claim difEerences on a defaulter's 
estate until they become due. 

181. The official assignees shall not admit any claims upon a de- 
faulter's estate arising out of transactions which are stated in the 
rules as not recognised until all other claims have been paid in full, 
but they shall forthwith collect and distribute amongst the creditors 
aU assets arising from such transactions, 

182. Once in every month the official assignees shall lay before 
the Committee an account of the balances in their hands belonging 
to defaulters' estates, and the Committee shall order such balances as 
they think fit to be paid over to the account of the trustees of the 
Stock Exchange Benevolent Fund, subject to recall by the Com- 
mittee for distribution amongst creditors, or for payments by or to 
the official assignees which have been authorised by the Committee. 

A statement of all sums so paid over, and of the amount remaining 
in the hands of the trustees of the Stock Exchange Benevolent Fund 
on the 31st of December, in every year, shall be furnished by the 
official assignees, and deposited in the committee room, for the 
inspection of the members of the Stock Exchange. 

On the Ist of March in each year the official assignees shall lay 
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before the Committee a, statement of all dividends paid during the 
last year on each defaulter's estate. 

Every defaulter's estate shall be registered in a book, to be kept by 
the official assignees. 

183. Legal expenses iacurred on account of a defaulter's estate 
shall be deducted from the sum available for distribution among the 
creditors. 



APPENDIX. 

The secretary shall furnish each applicant with a book of the rules 
and regulations, which must be carefully read by him previous to his 
admission. 

Forms of letter to be signed by persons desirous of becoming 
members of the Stock Exchange. 

1 to 3. 

With Nomination. 
(Admission, three sureties.) 
To the Secretary of the Committee for General Purposes. 
Sir,— 

Tou wiU please to acquaint the Committee for General Purposes that 
I am desirous of being admitted a member of the Stock Exchange 
for the year commencing on the 25th of March, 19 , upon the terms 
of, and under and subject in all respects to the rules and regulations 
of the Stock Exchange, which now are, or hereafter may be, for the 
time being in force. 

I have read the rules and regulations of the Stock Exchange. 

I have read the resolution at the back of this letter. 

I am a British subject, and of age. 

I am (state whether married or unmarried). 

I am aware that I must acquire three* Stock Exchange shares before 
exercising any of the privileges of membership. 

I append nomination form No. 

My residence is 

My office is 

My bankers are 

I am not engaged in any business, except such as is transacted at 
the Stock Exchange, nor am I clerk in any public or private establish- 
ment unconnected with the Stock Exchange, nor a member of, or 

* One share, in tlie case of two sureties. 
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subscriber to, any other institution in which dealings in stocks or 
shares are carried on. 

I am, sir, yours faithfully, 
We recommend Mr. *as a fit person to be admitted a 

member of the Stock Exchange ; and in case he shall be publicly 
declared a defaulter within four years from the date of his admission, 
we each of us hereby engage to pay to his creditors, upon application, 
the sum of five hundred pound3,t to be applied in discharge of the 
said defaulter's debts in the Stock Exchange. J 

N.B.^It is requested that all the names be written at full length. 

The following rule is to be printed on the back of the letters of 
application : — 

28. If a member enter into partnership with, or become authorised 
clerk to, any one of his sureties, or, if any one of his sureties cease to 
be a member during his liability, he shall find a new surety for such 
portion of the time as shall remain unexpired ; and until such 
substitute is provided, the Committee will prohibit his entrance to the 
Stock Exchange. 



The secretary shall send to every member, on his admission, letters 
to the following effect : — 

4. 

SiK, 

I am directed to inform you that you are elected a member of the 
Stock Exchange, for the year commencing on the 25th of March, 
190 , upon the terms of, and under and subject in all respects to the 
rules and regulations of the Stock Exchange, which now are, or 
hereafter may be, for the time being in force. 

A further notice will be sent to you giving you the date upon which 
you can first exercise the privilege of membership. 

I am, sir, &c., &c., 
Secretary to the Committee for General Purposes. 

* When two sureties only reqaired, with or without nomination, insert here, 
"who has never been engaged as a principal in any business." 

t In case of two sureties, three hundred pounds. 

j The sureties must state, opposite to their signatures, that they are not, and 
do not expect to be, indemnified for the security they give, and must attend, 
together with the person recommended, at such time as the Committee may 
require ; and they are required to have such personal knowledge of the applicant 
and of his past and present circumstances, as may enable them to give a satis- 
factory account of the same to the Oommittee. 

The subscription is to be paid to the credit of the managers. 
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6. 

Eesignation of existing member accepted under Rule 21a : 
Probate of death registered under Rule 21c : 
Registration, &c., under Rule 21d : 
Stock Exchange shares registered under Rule 21g : 
SlE, 

Referring to my preTious notice of the I am directed to 

inform you that, the provisions of the rules relating to the admission 
of members having been complied with, you are now entitled to 
exercise the privilege of membership of the Stock Exchange. 

I am, sir, &c., &c.. 
Secretary to the Committee for General Purposes. 



Form of the letter to be signed by persons desirous of being 
re-elected members of the Stock Exchange : — 

e. 

Re-election. 
To the Secretary to the Committee for General Purposes. 

SlE, 

You will please to acquaint the Committee for General Purposes, 
that I am desirous of being re-elected a member of the Stock 
Exchange for the year commencing on the 25th of March, 190 , 
upon the terms of, and under and subject in all respects to, the rules 
and regulations of the Stock Exchange, which now are, or hereafter 
may be, for the time being in force. 

My residence is 

My oflBce address is 

My bankers are 

I am engaged in partnership with 

*I carry on business as a 

I am not engaged in any business, except such as is transacted at 
the Stock Exchange, nor am I clerk in any pubMc or private 
establishment unconnected with the Stock Exchange, nor a member 

* Members who desire their names to appear in the published " List of Brokers 
who are Members of the Stock Exchange " must here state whether they act as 
brokers. 

S.B. 14 
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of, or subscriber to, any other institution in which dealings in stocks 
or shares are carried on. 
The under-named will continue to act as clerk. 

A member who may part with a clerk, or be desirous of withdrawing 
from an authorised clerk the permission to transact business on his 
account, shall give notice in writing to the secretary, who shall 
forthwith communicate the same to the Stock Exchange in the usual 
manner. 

N.B. — Applications for the admission of new clerks, or for the 
authorisation of clerks hitherto unauthorised, must be made on 
special forms, to be obtained at the office of the secretary. 



Name of cleik. 



Here state whether the clerk is authorised or 
not to transact business or admitted to the 
settling room only, and if he is a member, it 
is to be so stated. 



(Signature in full.) I am, Sir, yours faithfully. 

The subscription is to be paid to the credit of the managers within 
twenty-one days from the 25th of March. 



The Secretary shall send to every member on his re-election a letter 
to the following effect : — 

7. 

Sib, 
I am directed to inform you that you are elected a member of 
the Stock Exchange for the year comiriencing on the 25th of March, 
190 , upon the terms of, and under and subject in aU respects to, the 
rules and regulations of the Stock Exchange, which now are, or here- 
after may be, for the time being in force. You will please to pay 
your subscription to the credit of the managers. 

I am. Sir, &c., &.C. 
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Forms of the letter to be signed by persons desirous of being 
re-admitted members of ttie Stock Exchange : — 

8. 

Ee-admission. 

Without Share Qualification. 

(Admitted .) 

To the Secretary of the Committee for G-eneral Purposes. 
SlE, 
You will please to acquaint the Committee for General Purposes 
that I am desirous of being re-admitted a member of the Stock 
Exchange for the year commencing on the 25th of March, 19 , 
upon the terms of, and under and subject in all respects to, the rules 
and regulations of the Stock Exchange which now are, or hereafter 
may be, for the time being in force. 
My residence is 
My bankers are 

I am not engaged in any business except such as is transacted at the 
Stock Exchange, nor am I clerk in any public or private establish- 
ment unconnected with the Stock Exchange, nor a member of, or 
subscriber to, any other institution in which dealings in stocks or 
shares are carried on. 

I am, Sir, &c., &c. 
N.B. — It is requested that the christian names be written at full 
length. 



9. 

EE- ADMISSION. 

Admitsion after 23rd JVwoember, 1904. 
To the Secretary of the Committee for General Purposes. 

SlE, 

You will please to acquaint the Comntittee for General Purposes 

that I am desirous of being re-admitted a member of the Stock 

Exchange for the year commencing on the 25th of March, 19 , upon 

the terms of, and under and subject in all respects to, the rules and 

14—2 
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legulations of the Stock Exchange which now are, or hereafter may 
be, for the time being in force. 

My residence is 

My bankers are 

I am aware that I must acquire one Stock Exchange share before 
exercising any of the privileges of membership. 

I am not engaged in any business except such as is transacted at the 
Stock Exchange, nor am I clerk in any public or private establishment 
unconnected with the Stock Exchange, nor a member of, or subscriber 
to, any other institution in which dealings in stocks or shares are 
carried on. 

I am, Sir, &c., &c. 

N.B. — It is requested that the christian names be written at full 
length. 



The secretary shall send to every member, on his re-admission, 
letters to the following efEect : — 

10. 

Sib, 

I am directed to inform you that you are re-admitted a member of 
the Stock Exchange for the year commencing on the 25th of March, 
19 , upon the terms of, and under and subject in all respects to, the 
rules and regulations of the Stock Exchange which now are, or 
hereafter may be, for the time being in force. 

I am. Sir, &c., &c. 



11. 

Admission after 23bd Koyembee, 1901. 

SlE, 

I am directed to inform you that you are re-admitted a member of 
the Stock Exchange for the year commencing on the 25th March, 
190 , upon the terms of, and under and subject in all respects to, the 
rules and regulations of the Stock Exchange which now are, or 
hereafter may be, for the time being in force. 

Under Kule 35a, a further notice will be sent to you giving you the 
date upon which you can first exercise the privileges of membership. 

I am, Sir, &c., &c. 
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12. 

Ee-admission op Mbmbbe. 

Admitted after Urd JVovember, 1904. 

Stock Exchange Share Registered. 
Sir, 

Referring to my previous notice of I am directed to 

jnform you that, the provisions of Rule 35a having been complied 
with, you are now entitled to exercise the privilege of membership 
of the Stock Exchange. 

1 am, Sir, &c., &c. 



13 (1). 

NOMINATIOir FOEM, 

No. 1. 
To the Committee for General Purposes of the Stock Exchange. 

G-ENTLBMEN, 

I , a member of the Stock Exchange, hereby nominate 

Mr. as ray successor, and I hereby tender the resignation 

of my membership in his favour. 

I am. Gentlemen, &o., &c., 
of 19 



13 (2). 

Nomination Form. 

No. 2. 

To the Committee for General Purposes of the Stock Exchange. 

Gentlemen, 

I , having resigned my membership of the Stock Ex- 

change, and such resignation having been duly accepted by the 
Committee, hereby nominate Mr. as my successor. 

I am, Gentlemen, &c., &c., 

of 19 
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13 (3). 

Nomination Foem. 
No. 3. 
To the Committee for General Purposes of the Stock Exchange. 
Gbntlbmbh, 

I , having discontinued my subscription for the year 

commencing 2Bth March, 190 , hereby nominate Mr. 
as my successor. 

I am, Gentlemen, &o., &c. 
of 19 



13 (4). 

Nomination Foem. 

No. i. 

To the Committee for General Purposes of the Stock Exchange. 

Gentlemen, 

We, the undersigned legal personal representatives of Mr. 
deceased, until a member of the Stock Exchange, hereby 

nominate Mr. as his successor. 

We are. Gentlemen, &c., &c. 
of 19 



14. 

Foem of Application to be placed upon the Waiting 
List. 

No Application ■will be Valid unless made on this Form. 

To the Committee for General Purposes of the Stock Exchange. 

Gentlemen, 

I , having completed four years' service as a clerk in 

the Stock Exchange in accordance with Clause 2 of Rule 22, hereby 
apply to be placed upon the viraiting list of applicants for election 
without nomination. 

Name 

Private address 

Employer 

Date 

I am. Gentlemen, &c., &c. 

(Signature.) 
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15. 

AT7TH0EISED CLBEKS. 



16. 

Unauthobised Cleeks. 



17. 

Settling Boom Cleeks. 
N.B. — Observe the notes at foot hereof. 

To the Committee for General Purposes of the Stock Exchange. 

Gentlemen, 

request your permission to introduce 
(aged ) 
/authoeised, 
Unaitthoeisbd, 
as clerk- ^^^ admission to the settling and checking 

. BOOMS ONLY, 

for the year commencing 25th March, 19 , assuring you that he is 
in every respect eligible in strict conformity with Kules Nos. 29, 30i 
44, 45, 46, 47, 50, and 51 of the printed regulations of the Stock 
Exchange. 

Gentlemen, 

Yours faithfully. 
The Stock Exchange, London, 
of 19 

Note on form for unauthorised clerks and on form for clerks for 
admission to settling and checking rooms only : — 

Resolution confirmed 7th November, 1904 : — The Committee for 
General Purposes desires to point out : — 

(1) That unauthorised clerks are not allowed to transact business of 

any sort, whether in the nature of purchase, sale or contango, 
in the Stock Exchange or elsewhere. 

(2) That unauthorised clerks are not allowed to loiter in the Stock 

Exchange. 
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(3) That unauthorised clerks and settling room clerks are required 
to wear their respective badges in accordance with the 
regulations, i.e., in the lapels of their coats. 

Employers are warned that they will be held responsible for the 
strict observance of these regulations. 

Regulatiom as to Clerks' Badges. 

1. No unauthorised clerk will be allowed to enter the House or the 
settling or checking rooms without a blue badge worn in the lapel of 
the coat, and no settling room clerk will be allowed to enter the 
settling or checking rooms without a red badge worn in the same 
manner. 

2. The only badges authorised are those issued from the secretary's 
oflBce, and members are held responsible that the loss of any one of 
them is notified to the secretary. 

3. A fine of 10s., to be paid to the trustees and managers, will be 
imposed for the loss of the badge. 

i. A member withdrawing a clerk is to return the badge to the 
secretary's office at the date when the withdrawal takes effect. 

6. A member authorising a clerk or applying to promote a settling 
room clerk to the House is to return the clerk's badge as soon as the 
change is passed by the Committee. 
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N.B. — The figures with parentheses refer to the riMmhers of 
the Rules in the Appendix — the others to the pages of the Text. 



Account Days, (142, 143), 13, 22, 24 

Admission to Stock Exchange, (20-38) 
who are eligible for, 6 
foreigners, (23), 6 

persons engaged in other business, (29), 6 
bankrupts, (30), 6, 7 
clerks, (44-46), 8 
form of application for, 207 
new members, (21a,-22), 7 
notice of application for, (24) 
objections to applicants, (31) 
sureties, (22), 6 
nominations, (21a-21e), 5, 6 
qualification shares, (21g, 35a), 7 

Advebtisins, by brokers, 9 

Agent. See Broker 

payment to, by broker, 76, 77 

Allotment, 

dealings before, 155 
application for, by members, (62) 
clerks, (52) 

Amebican Securities, 

amounts deliverable, (117), 93 

for which tickets may be passed, (119) 
railway bonds endorsed in blank, 139 
negotiabiUty of, 139, 140 
dividends on, (75), 97, 120 
offers to buy or sell, (116), 10 
time for registration, (75), 97, 120 
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Antedated Tickbtb, (98), 90 
Abbiteation between members, (66), 85 

and non-members, (57), 83, 
107 

Assets, 

of defaulter, division of, amongst creditors, (178), 149-152 
what, pass to official assignee, 144 

AssiaNEB, Ofeioiaii. See Defauttert 
appointment of, (176), 144 
duties of, (176-183), 144 

Authowsbd Clebks, (43-53), 8 



Backwardation, 18 

Bank of England, 

transfer of stock at, 141, 142 
time for delivery of receipt, 26 
exemption of receipt from stamp duty, 141 

Bank Shakes, Leeman's Act, 43-47 

Banker, payment to, on behalf of principal, by broker, 
wrongful pledge with, 79, 80 

Bankrupts. See InsoVoency, Defaulters 
not admissible for election, (30), 6 , 7 
cease to be members, (153), 143 
re-admission of, (35, 175), 7, 153 

" Bear," 16 

"Bearer" Securities, (114-132). B&& Negotiable Securities 
buying in, (121, 122), 92 
coupons, (74), 96 
payment for, 25, 26, 92 

Blank Transfers, 

not recognised by Committee, (95), 129 
when void, 128, 129 
efEeot of, on contract, 129 

as estoppel, 135-137 

Bonds, 

accrued interest, (132), 98 
amounts deliverable, (117, 119) 
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Bonds — continued. 
drawn, (128), 94 

buyer entitled to new, in right of old, (129), 95 
deliverer responsible for genuineness of, (130), 101 
torn or damaged, (131), 98 
when deliverable ex coupon, (74), 96 
delivery of, with irregular coupons, (131), 93 
stopped, (130), 94 

Bonus, 

liability of transferor for, pending registration, 120 
depositee of security for, 21 

Bboeeb, 

admission to Stock Exchange, S-7 
bargain by, with jobber, 9, 10 
rights of, not generally affected by Gaming Act, 43 
where order illegal or ultra vires, 36 
to indemnity from principal, 86, et seq. 
against buying in, 38, 41 
selling out, 38 
calls, 39 

payment of price, 39-41 
extent of implied indemnity, 42, 43, 45, 46, 73 

where broker in fault, 42, 70-73 
including several orders in one contract, 49, 50 
dealing with non-members, 51, 52 
custody of securities, 80-82 
insolvency of, 72, 78. See Defaulters 
lien of, 77, 78 

order to, by principal, how interpreted, 34 
commission, 61, 62 
duty of, in execution of order, 36, 47 

to transact business according to usage, 49 
to deal at arm's length, 53-55 
to disclose his interest, if any, 19, 51, 53-55 
to send note of bargain to principal, 59-62 
to observe statutory provisions, 43-47 
on name being passed, 73, 74 
on registration of transfer, 75 
on delivery of securities to principal, 77 
after completion of contract, 75, 76 
efEect of private instructions to, 35 
how long order to, remains in force, 56, 57 
countermand of order by principal, 64, 65 
when bound as regards principal, 58, 59 
when entitled to payment from principal, 63 
money entrusted to or received by, 63, 64, 76, 77 
may close account on insolvency of principal, 67-69 
rights of principal on insolvency of, 72, 73 
property of, in securities bought for principal, 77, 78 
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Bboesb — conimued. 

personal liability of, in the House, 63, 100, 101 
liability for passing improper name,',74, 110 

negligence, 47 
penalty for not sending stamped contract note, 59, 61 
payment by settlement in account, 76, 77 
secret profits, 62, 69 
warranty of authority, 48, 49 
wrongfiily closing account, 69, 70 
wrongful dealing with securities by, 78-80 
right of, to interplead, 81 

"Bull," 16 

Buying in, 

liability of principal to indemnify broker against, 38 

English and India stocks, (85), 93 

registered securities, (108), 86 

securities to bearer, (121, 122), 92 

mining securities, (106, 108, 109) 

must be done publicly by officials appointed, (72), 87 

when not permitted, (73), 87, 88 

notice of, (108, 121), 87 

limited to original issuer of ticket, (108), 88 

who liable for, 88 

waiver of right, (109, 109a;, 122), 102, 103 

delivery after, 88 

suspension of, (73a), 93 



Call, 26. See Option 

Calls on Shabus, 

transferor liable for, if made before transfer, 119 
pending, may be paid by seller, (101), 100 

stamp on transfer, 127 
claim of transferor to indemnity in respect of, lU, 121, 
122 
broker to indemnity from principal, 39 

CAKBTiNfl ovuB, 15. See ConimuaUon 

CARBTINa OVBE DAT, 19, 22 

Cash, right of seller to demand, (68), 101 

Cbbtipioatiis, 

to be delivered with transfer deed, 95, 129, 132 
effect of deposit of, without transfers, 21, 80, 134 
responsibility of seller for genuineness, (94), 101, 102 
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Ceetificatbs — continued. 

division of, on delivery, (104), 95 

certification of, on transfer deed, (104), 132, 133 

efieot of, on Stook Exchange, (94) 

at law, 129-131 
forgery of, 132 
estoppel by, 130, 131 

CiBTrprnD Tbanbebbb, (104), 132, 133 

Cheques, 

on payment of diflerenoes, 25 

to be passed through, clearing-house, (68), 25, 101 

dishonoured, in payment for securities, (69), 99, 112 

CliEBES, 

authorised, (44-53), 8 
admission, (5, 44, 46), 8 
authority of, (48, 49), 8 
borrowing, (50), 8 
badges, (46), 8, 216 
bargains with, (59), 8 
number allowed, (45) 
revocation of authority, (49), 8 
speculative business for, (60), 46 

OlOSlHS, 

of register of shareholders, bargains during, 97 
of account by broker, 67-69 

by ofacial assignee, (178, 179), 148, 149 

wrongful, by broker, 69, 70 

" CoMESta OUT," 15, 41 

Commission, 61, 62 

from both buyer and seller, 51, 62 

OOMMITTEB, (1-19), 2-5 
decision of, final, (11) 

complaint to, by non-member, (57), 83, 107 
intervention of, in actions between members, (56), 85, 

104, 106 
to decide upon objections to names passed, 110 
election of, (1-3), 4 
functions, (5), 5 
meetings, (8) 
jurisdiction of, 42, 66 
may suspend rules, (19), 66 

CoMPtAiNTS against members, (57), 83, 107 



222 INDEX. 

OONSIDEBiTION MONET, 

how set out on transfer deed, 127 
nominal, (102) 

where call paid, 127 

CONBPIBAOX, 158, 160 

OOHTAilQO, 18 

stamp on advice note, 61 

CoBraNUATioir, 15-23 

distinguished from loans, 20 
must be efleoted at making-up price, (71), 17 
by broker without authority of principal, 49 
contract note, 61 

OONTBACT, 

for sale of shares need not be in writing, 59 

where in writing, stamp required, 60, 61 

implied between principal and broker. See Broker 

members, 84 

principal and jobber, 107, et seq. 

transferor and transferee, 118, et seq. 
including several orders in one, 49, SO 

CoNTRiCT Note, 59 
stamp on, 60, 61 

should specify day for delivery, 60 
effect of adding name of jobber, 60 
bargains with non-members, (55), 51 
secret profits, 62 

OoPTBiGHT, in official prices, 157 n. 

Coupons (Dividend), 

fixing prices for, (74), 96 

time for objecting to non-delivery of, (131), 93 

unpaid, when returnable, (127) 

over-due, quotation of foreign bonds with, (147) 

current, (74), 196 

" OOVEB," 116, 117 

OeEDITOES op DbFAOTiTEE, 

receipt by, of payment in advance, (156), 150 

for difierenoes, equality of rights among, (157), 150, 151 

priority of, (158, 162), 151 
for securities delivered, priority of, (159), 151 
division of assets among, (178), 149 
unsecured, (161), 152 

compounding with defaulter, (154, 155, 165), 147 
non-members, (170), 151, 152 
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CnsTODT of seovirities, 80-82 
Custom. See Usage 

DAMAasD BOHDS OE SCBIP, (131), 93 

Damases, 

for not returning security pledged, 22 
for not accepting stock, 86 
against broker for fraud, 55, 56 

in detinue, 78 
for wrongfully closing account, 70 

DeaIiBB. See Jobber 

Dbath, 

of transferor, 125 

of transferee, 125 

of creditor of defaulter, (172), 152 

of principal, 67 

Debbntubbs, 

bargains in, how interest accounted for, (132), 98 
to bearer, negotiable, 139 

Deed of Tbansfbb. See Transfer 

Dbpattltebs, (152-183). See also Insolvency 
assets, 144 

oessio bonorum, 144, 154 
classification of, (35, 174), 153 
compounding with, (154, 155, 165), 147 
rejected, renewal of application by, (82) 
re-admission of, (35, S5a, 36, 164-167, 173-175), 158 
declaration of, (152), 143, 148 
cease to be members, (153), 143 
to render accounts, (164), 143 

names of principals, (164), 143 
who have previously compounded, re-election of, (165) 
passing or retaining tickets, (167) 
business for or with prohibited, (168), 147 

with principal in defatdt, (169), 69 
priority of claims for differences, (158), 151 

securities delivered, (159), 151 
claims by non-members, (170), 151, 152 

not to he assigned to non-members, (171), 147 
not admitted, (81, 92, 115, 133, 162, 180), 15, 86, 

151 
received prospectively, (156), 150 
on old transactions, (162), 147 
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Defaultjees — continued. 
sub-committee on, (173) 
sureties, (26, 165) 

to furnisli information to Committee, (175), 143 
rights of representatives of creditors of, (172), 152 
closing of transactions with, (179), 148, 149 
differences due to, when to be claimed, (178, 180), 149 
monthly statement by assignees, (182) 
register of accounts of, (182) 
effect of bankruptcy or liquidation, 144-146 
distribution of assets, (178), 149-152 
* liability to be sued for differences, 154 

DaiilVBBY, 

of securities to bearer, (119, 120), 25, 26, 92 

after time, 90 
of registered securities, (118), 23, 24, 92 
delay in, 64-66, 86 
duty of broker to enforce, 73 
as between broker and principal, 77 
time for, as between members, (86, 113, 119, 120), 92 

after buying in, 88 
what necessary, 93, 94 
current and overdue coupons, (74), 93, 96 
right of buyer to claim from immediate seller, 99 
rights of seller after, where buyer in default, 99 
buying in on default of, 92 

Dbposit, 

of security for loan. See Loan ; Mortgage 
liability of borrower for stamps, (102) 
for safe custody, 78-82 
on application for shares, &c. , (51, 62) 

Dbtinub, 78 

DiFFBBENCBS, 

when within Gaming Acts, 31-33 
how claimed on continuation, 17 

purchase or sale, 24 

passing tickets, (70), 24 

declaration of default, 145, 146. Si 



claim for, by trustee in bankruptcy, 145, 146 

jobber against principal, 107 
liability of defaulter to be sued for, 154 
receipt of, in advance, from defaulter, (156), 150 
priority of claims for, against defaulter's estate, (158), 

151 
on old transactions, not claimable on default, (162), 147, 

148 
payment by cheque on clearing-house banker, (68), 25 
on buying in and selling out, (72), 86 



INDEX. 225 

DlBCHABaii, 

of buying jobber, 112 
of selling jobber, 115 
of liabilities of defaulter, 154 

DiSHONOUBED CHKQtTBB, (69), 99, 112 

Dividends, 

declared pending option, 28 

bargains in prospective, forbidden, (65), 85 

how to be accounted for in settlement, (74), 96, 97 

lender of stock, when entitled to, (88), 21 

when seller of stock responsible for, (94), 96, 97, 120 

American shares, (75), 97, 120 

S. African shares, (76), 97 

quotation ex div., (149), 97 

on estate of defaulter, 149, 154 

where creditor deceased, (172), 252 
bearer securities, (149), 96 

Drawing fob Redemption, 

where buyer entitled to, (128), 94, 98 

Dbawh Bonds, (128), 94 



Equitable MoRTGAas, 21, 80, 134-137 

EsTOPPBIi, 

by blank transfers, 186-187 
by certificate, 130-182 
by certification, 133 

Evidence, admissibility of broker's books, 58 
of fraud by agent, 55 

BxoHBQUEE Bonds, 

bargains in, are for bonds not filled up to order, (125) 

Ex Dividend, quotation, (148, 149), 97, 98 

Expulsion, 

of members of the Committee, (15) 

or suspension of members, (16), 58 

public notification of, (18) 

of clerk for dealing on his own account, (59) 

Failures. See Defaulters, Insolvency „^, ,,,^, 
private, prohibited on Stock Exchange, (154, 155) 
dissolve partnership, (40) 
S.B. 15 
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FAijfiE BnuoDBB, 158 

Fete for non-delivery of EngliBh, &c. stock, (85), 93 

EoLLOWiNa Money in broker's hands, 63, 64, 76 
securities, 78-80 

FOBECIiOSCBB, 21 

PoREiaN Bonds, 

when dealings in, not recognised, (63, 64), 159 
loans quoted abroad, settling in, (135), 15 
companies quoted abroad, quotation of, (140), IS 
negotiability of, 138 
stopped, (180), 94 
accrued interest, (132), 98 

FOEBIGNBR, 

when eligible for admission as member, (23), 6 
objection to, as transferee, 111 

FOBQBET, 

of securities, responsibility for, 101, 102, 131 
of transfers, 42, 130 
of certificates, 132 

FOBMS, application for admission, &o., 207-214 

Fbajstchisb, 

shareholders in Stock Exchange, 4 

Fraud, 

of broker, 55 

bargains liable to be annulled, (61) 

of jobber in passing improper name, 112 

rigging the market, 158 

in marking fictitious bargains, 158 

in obtaining quotation or settlement, 160 

by spreading false rumours, 158 

FuTUEE AoootJNTS, bargains for, (81, 92, 115), 86 



Gaming aud Waqebing, 

when contracts void, 29-33 

rights of broker, 43 

options, 30 

time bargains, 32 

outside dealings, 32, 33 

deaiinga in prospective dividends, (65), 85, 86 

stock exchange speculation generally, 31, 82 
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Gbnuikbnbss of SKCUBmES, responsibility for, 101, 102 
Holidays on Stock Exchange, (79) 
ItLBGAtiTT, 36, 42. See Gammg and Wagermg; Leemm's 

INOOME Tax, deducted from dividends in settlement, (74), 97 
Indemnity, 

as between principal and broker, 36 et seq. See Broker 
principal and jobber, 114, 116 
transferor and equitable owner, 122^^126 
of sureties for candidates, (22, 26), 6 

Infant, 

liability of jobber for passing name of, 109 

broker for passing name of, 74, 110 

Inbceibbd Stock, 
transfer of, 142 

Insolvency. See Def waiters 

of principal, rights of broker on, 67-69 
of broker, rights of principal on, 72, 73 

to change brokers, 78 
of jobber named in contract note, 60 
of transferee, rights of transferor on, 125 
of members generally, (153), 148 

Instalments, settlement of, where due on settling days, (143) 

Intebbst. See Dividends 

how accounted for in settlement, (74), 96, 97 
cases of loans, (88) 
sale of debentures, (132), 98 

Intbembdiaeies, release of, (105, 106, 109, 122), 102, 103 

Intbbfleadbb, by broker, 81 

JOBBBE, 7 

insertion of name of, in broker's contract note, 60 

effect of sale to, 108, 109, 114 

implied contract with selling principal, 107-111, 114 

when Uable for passing improper name, 109, 110 

when discharged from liability. 111, 112, 115 

liability of, for non-registration, 112-114 

effect of purchase from, 114, 115 

claim by, for differences against principal, 107 

rights of, against principal, 107 et seg[. 

not bound to recognise seller's nominee, 114 

15—2 
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Leeman'b Act, 43-47 

Lbgai. Pbocbbdings, 

against members, (56), 106 

by members, (56), 85, 104 

intervention of Committee, (56), 85, 104, 106 

arising from disputed title after registration, (94), 102 

costs of, when borne by seller, 102 

by official assignee, expenses of, (183) 

liBTTBES OF Ebnunoiation, (110), 95, 96 

LiBBii, by publication of name of defaulter, (18), 143 

Lien, 

of broker, 77, 78 

Limited PAETiitBEBHiP, (42) 

" LiMITB," 

duration of, 56, 57 
List op Peioes. See Price List 

liOAS, 

on security, security how dealt with, (71), 20, 21 
on English stock, return of security, (87) 

dividend to be allowed, (88), 
21 
on securities valued below market price, (160), 152 
without security, efieot of default of borrower, (161), 152 

to authorised clerks, (50) 
of stock, distinguished from continuation, 20-22 
stamps on, (102) 
remedies of lender, 21 

Loans (PoEBiaN), 

recognition of, by Committee, 154 
violating conditions of previous loan, (63), 159 
raised while at war with England, (64), 159 
new, settlement of bargains in, (133, 134), 14, 15, 155 
quotation of, (137, 138), 156-158 

Lunatic, 

liability of jobber for passing name of, 109 

broker for passing name of, 74, 110 



" Making a Peiob," 9 
Making-up Day, 22 
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MAKisra-up Pbioes, 

how fixed, (90, 111, 123), 17 

in English stock, (90) 

accounts of defaulters, (160, 179), 148, 149 

in securities deliverable by deed of transfer, (111, 112) 

to bearer, (123) 
for unsettled accounts in registered securities, (112) 

securities to bearer, (124), 25, 26 
on making-up day, (111), 22, 23 
on name day, (111), 28 
on settling day, (124), 24 

Managbbs of Stock Exchange, 4 

MABKIKa BABGAHfS, 12, 13 

Mining SEcnBiTiES, 

carrying over day, 19 
buying in, (106, 108, 109) 
selling out, (106) 
tickets, 23, 24 

MiSBHPBBSBNTATION, 

ground for annulling bargain by Committee, (61), 85 
on application for settlement of new loan, 160-162 

MOBTGAGE, 

of stock or shares, 20-22 

by deposit of certificates without transfer deed, 80, 134- 

137 
liability of mortgagor for stamp on, (102) 
bankruptcy of mortgagor, 184 
remedies of mortgagee, 21 
prior incumbrances, 137 
negotiable securities, 80, 187-139 
wrongful, by broker, 78-80 



Name, 

of jobber on contract note, 60 

of transferee on ticket, (96), 24, 109 

Name Day, 23 

NBGIilGBNCB, 

of broker, in execution of order, 47 

liability to third parties, 48 
in custody of securities, 80-82 
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NEaoTiABi/B Sbcubitibs, 
what are, 137-139 
American railway shares, 139, 140 
lien of broker on', 77, 78 
wrongful pledge of, 79, 80 

New SBCURiTrES, 
bargains in, 14, 15 

issued in right of old, buyer entitled to, (110, 129), 95 
time for olainaing delivery of, (110, 129), 95 
fixing prices for, (110), 96 
renunciation of, (110), 95 

when recognised by Oonmiittee. See Quotation, Settle- 
ment 
special settlement, (133, 136), 14, 15 
quotation of, (137-141), 156 

Nominal Considbbation, stamp on transfer, (102) 

Nominations, for admission, (21a-21c) 

Offebs to buy or sell, to what extent binding, (82, 93, 116), 10 

Oftioiaii Asbignbb. See Defaulters 
deputy of, 144 
appointment of, (176), 144 
duties of, (176-183), 144 
legal expenses of, (183) 

OiTioiAii List. See Price List 

Opficiad Quotation. See Quotation 

Options, 26 et sag. 

time for declaring, (77, 78), 27 
whether void as gaming or wagering, 30 

OUTSIDB "BBOKBES," 

dealings with, 116, 117 
gaming and wagering, 32, 33 

Partneeship, (39-43) 

with sureties forbidden, (28) 

notices of, or alterations in, (39, 42) 

dissolved by failure, (40) 

with non-members prohibited, (41) 

consent of sureties required to, (41) 

limited, how created, (42) 

between brokers and dealers prohibited, (43), 7 

private dealings with members of, (58) 
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Passing Names, 109 
Pay Day, 2i 

Paymbmt, 

for difierences, 25 

by non-members, not sanctioned, (67), 101 
a novation of the contract, 111 
as between principal and broker, 63, 74, 76, 77 
between members, 98-101 

for portions of securities delivered, (103, 119), 100 
to include stamps and transfer fees, (102), 100 
may include amount of call not yet due, (101), 

100 
right of seller to claim from inMnediate buyer, 

(69, 119), 99, 111 
by cheque or bank notes, (68), 25, 101 
time for, in English, &c., stock, (86), 99 

in registered securities, (113), 99 
in securities to bearer, (119), 99 
after a selling out, 88 
by settlement in account, 76, 77 

PliEDGB, 

of securities, 20-22 

liability of pledgor for stamps, (102) 

sale of, on default, 21 

of negotiable securities, 80, 137-139 

wrongful, by broker, 78-80 

Pricd List. See Quotation 

authorised by Committee, (144), 157 

quotation of bargains on, (144-151), 12, 13, 156, 157 

closing quotations, 157 

copyright in, 157 n. 

exceptional amounts, (146), 12 

omitted bargains, (150), 13, 158 

PEINCIPAIi, 

order of, to broker, how interpreted, 34 
cannot limit general authority of broker, 35 
liability of, to indemnify broker, 36 et seq^. 
against buying in, 38, 41 

selling out, 38 

calls, 39 

payment of price, 39-41 
extent of implied indemnity to broker, 42, 43, 45, 46, 73 
how long instructions of, to broker, remain in force, 66, 57 
right of, to countermand order to broker, 64, 65 
when payment by, due to broker, 63 
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PiUNCiPAr. — continued. 

when entitled to follow money intrusted to broker, 63, 64, 

76 
insolvency of, 67-69 
rights of, where broker insolvent, 72, 73 
when property in shares purchased passes to, 77 
may refer complaints to the Committee, (57), 83 
legal rights of, against jobber, 107-112 
implied contract with buying jobber, 108, 109, 114 
efieot of sale to jobber, 108, 109, 114 
right of, to object to name passed. 111 
implied contract with selling jobber, 114, 115 
death of, 67 

Priobity, . 

of equitable interests on transfer, 134-137 
among creditors of defaulter, (158, 159), 151, 152 

Put, 26. See Options 

Pdt and Call, 27 

whether void as a wager, 30 



QUOTATIOH, 

of bonds with dividends payable abroad, (138) 

new loans, (137), 156 

new companies, (139), 156 

stock during shutting, (147) 
ex dividend, (148, 149), 97, 98 
omitted bargains, (150), 13, 158 
how expunged, (151), 158 

liability for misrepresentation on application for, 160-162 
vendors' securities, (141), 156, 159 
exceptional amounts, (146), 12 

B.E-ADMIBSION. See Defaulters 

Beoommehdebs. See Sureties 

Beqisteb of bargains in non-current securities, 12 
shareholders, 129, 130 

BEaiBTKATION OF TbANBFEE, 

American shares, time for, (75), 97 
South African shares, time for, (76), 97 
contract of sale not conditional on, 112, 113 
fees, liability of buyer for, (102), 100 

on loans, liability of borrower for, (102) 

on transfer of Bank stock, 141, 142 
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EaaiSTEATioN 01' Tbansfer— cowimwetZ. 
duty of broker in respect of, 74, 75 
liability of jobber in respect of, 112, 113 
guarantee of, 113, 114 
duty of transferor in respect of, 119, 120 
transferee in respect of, 120, 122 
liability of transferee after, 124, 125 
certificate of, eflect of, (94), 129-131 

Belbabb, of intermediates, (105, 106, 109, 122), 102, 103 
of defaulter, 154 
of sureties, (165) 

Ebnunoiation, 

letters of, (110), 95, 96 

Ebsignation, of members, (34) 

Bbvocation of broker's authority, 64, 65 
closing of account, 67-69 
of clerk's authority, (49), 8 

" EiGanra thb Mabket," 158 

EtTLES OF Stock ExcHAwaE, 153. See Usage 
alteration of, (5, 12) 
suspension of, (19) 
when non-members bound by, 34, 43 



SOEIP, 

bargains in, 14, 15, 65 

negotiability of, 139 

specific performance of contract for sale of, 141 

damaged, (131), 93 

Sbcbetaby or Stock Exchange, 
appointment of, (7) 
fixing price of foreign coupons by, (74) 
certification of transfers by, (104), 133 

Sbcebt Pbofits, 51, 52, 69 

Selling out, 

liability of principal to indemnify broker against, 38 
on default in passing ticket, 89 

of payment, 99 
waiver of right, (105, 106), 102, 103 
must be done publicly by officials appointed, (72), 87 
English stock, &c., (88), 89 
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Selling out — contimoed. 

of bearer securities, (118), 99 

of mining securities, (106) 

of shares deliverable by deed of transfer, (105-107), 89 

payment after, 88 

Settlement, 22 

making-up day, 22 

name day, 23 

aoootmt day, 24 

fixing of ordinary, (142, 143), 13, 14 

special, in new loans, (133-185), 14, 15 

companies, (133-136), 14, 15 
omnium and scrip, (133, 143) 
liability for misrepresentation on application for, 160-162 
vendors' shares, 156, 159 

Settlement Department, 
making-up by, 18, 23 
clearing system, 28 

Special Settling Days, (133-136), 14, 15. See Settlement 

Specific Pebfobmance, as between ultimate parties, 140, 
141 

Splitting Tickets, (96, 119), 91, 100 

Stamps, 

on broker's contract note, 60, 61 

on transfer, buyer's liability for, (102), 100, 127 
where caU since paid, 127 
where consideration nominal, (102) 

on letter of allotment, 95 

renunciation, 95 

on transfer of Government stock, 141, 142 

liability of mortgagor for, (102) 

on split tickets, (96), 91 

Statute op Featjds, 59 
Stopped Bonds, (130), 94 

for new members, (22, 24-28, 41, 47), 6 
of defaulters, when not liable, (165) 

claim by, (166) 
indemnification of, (26), 6 
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Suspension, 

of members, (16) 

public notification of, (17) 
of rules, &o., (19) 
of buying in of securities, (73 a), 93 



Taking in Stock, (71), 20 

distinguished from loan, 20 

Tax, on dividends, deducted in settlement, (74), 97 

TbIiBGbam, order by, 46 

Ticket, 

English, &c., stock, (83, 84) 

registered securities, (96), 23, 24 

securities to bearer, (119), 100 

mining securities, (96), 23, 24 

after a selling out, (107), 88 

effect of passing after hours, (93, 96, 107), 90 

undated or ante-dated, (98), 90 

alterations in or detention of, (99), 90, 91 

price on, in registered securities, (96, 100), 24 

split, payment for portions delivered, (103), 91, 100 

liability for increased cost of, (96), 91 
to contain full names, &c., (96), 23 
must specify amounts of transfers desired, (96), 91 
passing before ticket day, (96) 
endorsement of, (96), 90 
notification of time on, (96), 90 
selling out on delay in passing, (105, 106), 89 
low-priced, difierenoe claimable on passing of, (70) 
passing or retaining, by defaulters, (167) 
limit of amounts in securities to bearer, (119) 
when seller entitled to refuse, (100), 91 
for Government or Bank stock, 141 
differences on passing of, (70), 24 

Ticket Day, 23 

when seller entitled to difference on, (70) 

Time Bargains, 32 

Toen Bowds, (181), 98 

Tbansfbb, 

effect of execution of, 129 

registration of, liability of jobber in respect of, 112-114 
duty of transferee in respect of, 120, 122 
transferor in respect of, 119, 120 
broker in respect of, 74, 75 
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Tbansi^e — continued. 

efieot of refusal of assent by directors, 124 

when tender of, a condition precedent to right of action, 

125, 126 
prepared by seller, 126 
limit to amount of, (102) 
buyer liable for stamps and fees, (102), 100, 127 
by way of loan, borrower liable for fees, (102) 
form of, 126, 127 

consideration must be set out, 127 
informalities in, 127 
when must be by deed, 128 
in blank, (95), 128, 129, 135-137 
efieot of void transfer on contract, 129 

as estoppel, 135-187 
to be accompanied by certificates, (101), 129, 130, 132 
of Government stock, 141, 142 

exempt from stamp duty, 141, 142 
of inscribed stock, 142 

limit to number of, in English, &o., stock, (89) 
by way of mortgage. See Mortgage 
forged, 42 



Tbansfbebb, 

inq^uiry by brolf er into solvency of, 74 
warranty of competency of, by jobber, 109-111 
liabilities of, towards transferor, 120-122 

not dependent on registration, 124 
efieot of bankruptcy of, 125 

rights of, as against prior equitable interests, 80, 136-188 
claim by, for new securities in right of old, (110, 129), 
95, 120 
dividend on securities bought, (94), 96, 97, 120 
objection to name of. 111, 112 



Trak-bkebob, 

liabilities of, towards transferee, 118 et seq. 

in respect of registration, 119, 120 
a trustee for transferee pending registration, 120, 121 
right to indemnity from equitable owner, 122-124 
independent of registration, 124 
continues after registration, 124, 125 

death or bankruptcy, 125 
right to apply to directors to register transfer, 122 
right to specific performance of contract, 122, 140 
responsible for genuineness of securities, (94, 130), 101, 

102 

TUBN OF THE MaEKBT, 9 
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UsAan, 

bargains to be fulfilled aooording to, (54) 

as between principal and broker, 43, 45, 53, 75, 77 
members, 84 
principal and jobber, 106 
transferor and transferee, 118 

evidence of, wben admissible, 34, 35 

to include several orders in one contract, 49, 60 

to disregard Leeman's Act, 45 

to pay by settlement in account, 76, 77 

wben principal not bound by, 43, 45, 53 

unreasonable, 34, 43, 46, 46 



Vendoes' Shabes, (136, 141), 156, 159 



Wagbes, See Oammg and Wagermg 

Watvbe, 

of right to buy in, (109, 122), 102, 103 
sell out, (105, 106), 102, 103 
of inquiry as to sufficiency of transferee, 112 

Waeeanty op Atjthoeity, 48, 49 



THE END. 
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